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INTRODUCTION 
General Problem 
Agriculture is the predominant industry in Nigeria. It contributes 
about half of the national income and employs around 77 percent of the 
economi cally active population . 
Because agriculture initially co1T111ands most of the population, 
income and capital, it follows that agricul tural progress is a prerequi -
site for Nigerian Economic Development . 
The principal tasks facing Nigerian agriculture, therefore, are: 
1. To provide an adequate and well-balanced food supply for the 
growing population which is expected to increase by 55 percent between 
1963 and 1980 (70, p. 19). 
2. To increase the productivity of labor in agriculture so that it 
can rel ease redundant labor for the non-agricultural sector of the 
econofi\Y. 
3. To contribute a large part of the capital needed to finance 
economi c development. 
4. To provide agricultural export earnings which the country needs 
for foreign exchange. 
Specific Problem 
Two specific problems in Nigerian Economic Development are limited 
mobility of labor and shQrtag~ of capital. While the population of 
Nigeria is increasing, a decrease in proportion of agricultural popula-
ti on at this stage of Nigerian Economic Development could hasten the 
improvement in efficiency in the agricultural sector. Also outmigration 
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of people from agriculture will provide labor for the industrial sector. 
Two problems arise from this situation. First, the industrial sector 
must expand enough to absorb both the proportion of the population from 
the agricultural sector and the proportion of increase in population in 
the industrial sector. Second, farm people are at a disadvantage in 
education and skills in moving into non-farm labor force. So there is 
need for public investment in human resource to make the needed occupa-
tional mobility possible. 
The capital requirements for investment in human resources and other 
needs of economic development are enormous. Capital is required not only 
for the direct creation of non-farm jobs through the provision of 
factories and their complement of machinery but also for a vast array of 
supportive facilities from basic power to higher education. In addition, 
if agriculture is to play a dynamic role in economic development, it too 
requires very substantial further capital inputs. 
To be able to raise capital for development, Nigeria has to depend 
on the following sources of capital formation : 
1. Export earnings; 
2. Foreign commercial investment; 
3. Foreign aid. 
An increase in export earnings will provide capital with which to 
purchase those inputs which are necessary for development. Also, the 
production of these inputs creates additional employment which benefits 
the local economy. 
I 
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External resources, which include both foreign aid and foreign 
commercial investment, facilitate increased domestic investment by 
financing import surpluses and supplementing domestic savings. They 
increase the quantum of resources and provide the means to break the 
bottlenecks that arise in the development process, whether these be of 
skills, raw materials or of capital goods . Lack of external resources 
is frequently a critical constraint on economic growth. 
Objectives of the Study 
This study has the following objectives: 
1. To develop a model of the Nigerian economy in order to estimate 
the rates of growth in the agricultural and non-agricultural sectors, 
analyze the process of industrialization, project total investment needs 
and estimate the amount of capital available within the country . The 
parameters from the FAQ economic growth model (70) for Nigeria are used 
in development of the model. 
2. To review the major export crops commodity by commodity and 
explain thei r role in Nigerian capital formation. 
3. To estimate future exports of major export crops . 
4. To review the role of the industrial sector in capital formation. 
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LITERATURE REVIEW 
Previous Studies 
Two major studies have been carried out for agricultural development 
in Nigeria. The first was by the Food and Agricultural Organization of 
the United Nations (FA0). 1 It deals with means through which agri-
cultural output can be expanded. 
The second study was carried out by the Consortium for the Study of 
Nigerian Rural Development. 2 It takes the FAQ report as a point of 
departure. The basic objectives of the report are to identify the major 
agricultural problems that hinder Nigerian rural development and to 
present a set of recorrrnendations, strategies and tactics to use in 
helping Nigeria facilitate her agricultural development. 
FAO report 
This report developed a growth model to analyze the interrelation-
ships of savings, investment, employment and growth in the Nigerian 
economy. The report provides a perspective up to 1980, divided into 
three periods; namely, the 1965-68 plan period and two further plan 
periods of six years each, 1968-74 and 1974-80. 
The growth model brings out the feasibilities and the difficulties 
of economic development for Nigeria given her low labor productivity 
1Th1s report entitled "Agricultural Development in Nigeria 1965-1980" 
was prepared by FAQ at the request of the Government of Nigeria. 
2The Consortium for the Study of Nigerian Rural Development is based 
at Michigan State University, U.S.A. under the directorship of Glenn L. 
Johnson. The report is entitled Strategies and Recommendations for 
Nigerian Rural Development 1968/1985. 
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accompanied by a high rate of population increase. It indicates the 
investment and capital output ratio which will be necessary to achieve 
a given rate of growth and shows the implication of these for the 
proportion of national income which must be saved and the unavoidable 
consequences for the rate at which material standards of living will be 
able to rise. The role of foreign borrowing in the savings/investment 
balance is also brought out. 
The report points out that (a) the rate of growth of the G.D.P . mus t 
be stepped up well beyond the objective of 4 percent per annum if 
progress is to be made towards the longer term objective of self-
sustained growth; (b) self-sustained growth can hardly be attained by 
1980; and (c) there exists enonnous disparities between income per head 
in agriculture and other sectors, which will tend to grow rather than 
lessen over the next decade and a half. 
The report highlights the magnitude of the problem of employment 
requirement over the next decade and a half and the approximate incidence 
of this on both the agricultural and non-agricultural sectors. 
The report then comes up with the following conclusions: 
1. That the rate of increase of the G.D.P . should be progressively 
pushed up from 4 percent to 6 percent per annum over the next 15 years, 
providing an increase in G.D.P. of 135 percent by 1980. 
2. That with the rate of population increase of 2.5 percent, 2.75 
percent and 3.0 percent per annum, the growth of G.D.P. per caput over 
the three periods would be 2.0 percent, 2.75 percent and 3.0 percent per 
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annum and would bring the G.D.P. per caput to only t 381 by 1979/80, an 
increase of just 50 percent over the t 25 estimate for 1963/64. 
3. That growth of consumption must inevitably lag behind G.D.P . if 
annual savings are to increase from t 139 million in 1963/74 (10 percent 
of G.D.P.) tot 524 million (16 percent), at a rate of 8.7 percent per 
annum. In spite of this, the absolute gap between investment needs and 
savings would increase from t 33 million to-t 118 million. 
4. That the capital-output ratios used in the growth model (4:1 in 
1968 dropping to 3.5:1 in 197~ and 3.25:1 in 1980) requires a high degree 
of productiveness from investment. Also the proposed target for G.D .P. 
will require a volume of investment which rises steadily from t 172 
million in 1963/64 tot 642 million in 1979/80. Total investment would 
then need to exceed t 2,000 million during the second plan andt 3,000 
million during the third plan. 
5. That because it would be virtually impossible to increase 
savings so substantially within the first period, a considerable rise in 
foreign investment is implied. 
6. That food imports as a proportion of food expenditure should be 
brought down to l .9 percent by 1980. 
CSNRD report 
This report presents three alternative development strategies open 
to and under consideration in Nigeria (34, p. 8) . The three sets 
represent: 
1one Nigerian pound (t 1) is equivalent to $2 . 8. 
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1. A continuation of the present strategy of heavily taxing exports 
from agriculture while allowing food production and marketing to be 
guided by market forces. 
2. Higher producer prices and improved producer incentives and 
services for the producti on of export and selected import substitution 
crops and vigorous research to find new cost-reducing technologies for 
the staple food and feed crops . 
3. A strategy involving the possible imposition of price ceilings, 
direct investments in, and supervision of, agricultural productive 
resource allocation and food rationing wi th the objectives of cheap foods 
for city dwellers and maximum extraction of government revenues from 
agriculture. 
The report then reached the conclusion that Nigeria can achieve 
dramatic gains in income, employment, foreign exchange earnings and 
income distribution from following the second strategy. It requires 
lower public expenditures than the other two, and at the same time would 
expand agricultural output 105 percent from 1967 to 1985. The strategy 
also would provide an additional t 420 tot 515 million of G.D.P. per 
year by 1985. 
The report presents three basic policy recommendations. 
First, to provide agricultural producers with favorable price 
relationships in order to provide private motivation to expand production. 
Second, provide direct, short-run public support to agricultural 
producers on the production of commodities having high payoffs to farmers 
and the nation. 
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Third, provide infrastructure support (including research, extension 
and resident instruction) for the farmers. 
These policies will facilitate opportunities to expand agricultural 
export earnings and distribute the resultant increase in income widely 
over a large number of rural people to provide the means of financing 
the expansion of production, to generate additional effective domestic 
demand for both farm and non-farm products and to obtain a substantial 
improvement in the welfare of masses of her rural people. 
Capital Formation 
Both the introduction and the previous studies have pointed to the 
need for capital formation for Nigerian economic development. It will 
be useful, therefore, to review some of the ways in which capital can be 
formed, especially in the agricultural sector. 
Mellor (44) and Eicher and Lawrence (18) have analyzed these 
problems. 
According to Mellor "the contribution of the rural sector to 
capital formation may be marshaled in four ways" {44, p. 84). It may be 
extracted by the government through the medium of taxes. Agricultural 
production may be increased sufficiently to bring about a relative 
decline in agricultural prices and thereby favor increased profits in 
the non-farm sector with consequent favorable effects on savings and 
investment in that sector. Agriculture may form capital directly within 
its own sector and minimize its demands for capital from other sectors. 
Which of these forms of capital contribution will be appropriate, 
and to what extent depends on a complex of politica l and economic forces. 
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Mellor argues that in some countries the underlying resource structure 
may favor development of a large heavy-industry sector, and that capital 
for such development is unlikely to be drawn from agriculture voluntarily 
and hence may place extra pressure on the tax device. In countries in 
which the non-agricultural sector might best concentrate on light 
industry and consumer goods, demand from agriculture for such products 
and subsequent investment in small-scale industry by rural people may 
be quite effective in speeding capital formation and contribution from 
agriculture . 
Mellor considers the factors influencing both the extent to which 
agriculture can be taxed and the form which taxes take and came up with 
four principal forms of taxes; viz., land taxes, agricultural income 
taxes, indirect taxes and labor taxes. 
In analyzing the second method Mellor (44, p. 95) argues that 
agriculture may contribute to capital formation by providing agricultural 
commodities in such quantity as to cause a relative reduction in agri-
cultural prices. Such price action provides a transfer of real income 
toward the non-agricultural sector, allowing a relatively lower cost 
of living for the urban labor force, a relatively lower wage structure 
with no diminution in the level of living of the urban working class, 
and hence a higher level of profits in urban industry . Such profits in 
turn provide the basis for a higher rate of capital formation. 
Increased food production achieved simply by means of higher agri-
cultural prices will not meet the crucial problem of capital formation 
(44, p. 98). 
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Eicher and Lawrence lay emphasis on the role of savings in capital 
formation. According to them, in the initial phases of growth, the share 
of agriculture in total national product is large, but the per caput 
income in the agricultural sector is distinctly lower than that in the 
non-agricultural sector. Hence the share of domestic savings originating 
in agriculture is a function of the share of agriculture in total income, 
the lower level of real income in agriculture than in the other sectors, 
and the relative propensity to save of the agricultural population and 
other groups in the econoJT\Y (18, p. 115). 
Mobility of Labor 
In the introduction, we pointed out the need for a decrease in the 
proportion of labor force in the agricultural sector. The FAQ report 
points out the great disparities between the income per head in agri-
culture and other sectors, while the CSNRD report looked on the need for 
improvement in the welfare of the rural people. 
One important inference to be drawn from these is that some people 
must transfer from agricultural employment. 
Labor mobility is necessary if a transfer of labor from the agri-
cultural to non-agricultural sector of the economy is to occur. 
Such a transfer would: 
1. Enable those left in agriculture to organize their farms more 
efficiently, 
2. Provide a supply of labor to the non-farm sector in order to 
increase production of goods which will contribute to improvement in 
lives and welfare of Nigerian people. 
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Mobility of labor involves some difficulties which have been dis-
cussed by some authors. 
Heady (26) , Schultz (55), Mellor (44) and Eicher and Lawrence (18) 
have all presented arguments on the difficulty of transferring labor from 
agriculture to the non-agricultural sector of the economy. 
According to Heady, low supply elasticity of agricultural labor 
resulting from low mobility causes particular individuals and strata of 
the farm population to suffer extreme income depression, and that out-
migration of labor can be evaluated in terms of welfare of individuals 
who might better their income and life outlook by occupational transfer. 
However, the goal in adjusting the labor force and increasing supply 
elasticity of labor is not that of transferring all persons out of agri-
culture but also of transferring people until factor returns in this 
industry are comparable with that of other sectors. 
Since knowledge and abilities used for agriculture have little 
transfer value when shifted to other employment, farm people are at a 
disadvantage in skills. This coupled with their educational disad-
vantage are deterrent to migration. 
Another problem in migration is that of compensation. According 
to Heady, the welfare of people transferred and the payoff of employment 
which they might attain is equally as important as the benefits from 
their migration which seep back to those who remain in agriculture. 
There is need for a policy to guarantee that their transfer insures them 
the prospect of continuous and permanent gain which is equally as 
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important as that which provides the same elements in stability and level 
of income for those who remain in agriculture. 
Much economic theory has an underlying assumption that units of 
resources are homogeneous and that, therefore, resource transfers are 
neutral as to the resulting character of that portion of the resource 
not transferred. We know, however, that human resources in agriculture 
are not homogeneous, so that those who migrate from agriculture have an 
effect upon agriculture beyond the mere numbers involved. For instance, 
if one-third of the agricultural labor force transferred to non-agri-
cul tural employment it does not mean that the two-thirds left will 
produce only two-thirds of the former output. They may organize more 
efficiently to even increase output. 
Sociologists have attempted to isolate the differential character-
istics of migrants. However, no clear-cut generalizations appear 
possible as to whether migration sel ects the least able or the most 
able, those with the most initiative or those with less. 
According to Hathaway (in 19, p. 218), migration from agriculture in .1 
the U.S. is closely related to age, also there is some relationship 
between age, race and the educational attainment of the outmigrant. He 
further argues that the high degree of age selectivity in migration 
appears to be an important factor inhibiting the adjustment of resources 
remaining in agriculture. Older farmers are less likely to undertake 
drastic reorganizations of existing resources of themselves because of 
limits of their physical capabilities and the limited span over which 
they might realize returns on large investments. 
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Mellor has noted the importance of location to migration. According 
to him, migration is easier for a person within a commuting range of the 
non-farm job, since he can remain at home while trying the non-farm job 
(44, p. 32). He further argues that the extent to which the location 
factor is important to migration will, of course, vary wtth the cultural 
and societal structure. 
One thing most writer agrees with is that the ease of migration 
to non-farm jobs will be greatly increased if the immigrant is well 
prepared educationally. According to Mellor, formal education, particu-
larly in regard to basic literacy, is of greatest importance not only in 
preparing a person for effective non-farm work and in opening higher-
paid occupations but also in providing the breadth of horizons needed to 
try a shift in occupation (44, p. 33) . 
Owen (50a) relates capital formation and the costs of rearing and 
providing basic education to the stream of migration ef labor and notes 
that these are very considerable but not so widely recognized. According 
to him this labor represents a sizable and continuous outflow of 
"capital" from the farm sector (50a, p. 58). 
He notes, for example, that the earliest known study made of this 
phenomenon in the U.S. (relating to 1949 data in Tennessee) indicated 
that the associated annual rate of disinvestment from the fann sector 
in respect of Tennessee agriculture amounted to a total of at least $139 
million, or to at least $3,300 per migrant, and to at least $600 per 
year for every farm in that state . If the same estimate of the non-
recoverable costs to the farm economy of rearing and educating 
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emigrating labor is extrapolated, the corresponding annual disinvestment 
rate for the United States farm economy as a whole, during the five 
years ending 1951, comes to almost $3,000 million and to over $550 per 
year for every farm in the nation (50a, p. 59). 
Owen then emphasized that this phenomenon is not peculiar to 
countries whose agricultural sector is organized along the lines of the 
Mill-Marshallian model but is also true of all developing circumstances 
where a substantial fraction of the basic costs of rearing and educating 
that part of the non-farm labor supply that originates in the farm 
sector will be borne by the latter. It is also apparent, however, to 
the extent that public educational and health facilities are financed 
from gene~al revenue rather than from local revenue sources, the burden 
of the farm sector will be mitigated in some degree, and its contribution 
to the over-all process of capital accumulation will be correspondingly 
reduced. 
Owen concluded that this phenomenon of "emigrant capital" provides 
a very effective framework for the appropriation of the major fraction 
of the gains in farm productivity for other purposes than that of 
increasing farm incomes (50a, p. 65). 
Owen's argument adequately applies to Nigeria where, except in the 
primary schools (grade schools) at which level education is free, the 
cost of education is borne by each individual. The farmers who train 
their children through school are then experiencing outflow of capital 
to the non-farm sector as the kids take non-farm jobs. 
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If Nigerian farmers are to be able to increase their welfare, 
11emigrant capital 11 can be compensated for in form of increase in producer 
income through rises in producers prices. 
From all the arguments presented on mobility of labor it can be 
inferred that in the process of migration of labor from agriculture in 
Nigeria, young farmers and the few educated farmers are likely to migrate 
more easily. 
Also, farmers living close to cities are likely to feel the impact 
of city life more and so be more willing to migrate than farmers living 
far from cities. 
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MECHANICS OF DEVELOPMENT 
Economic development of Nigeria has been based mostly on the con-
tribution of the agricultural sector. However, the fann population 
remains in anguish poverty with income per head far below that of the 
non-agricultural sector. One expl anation of this poverty is that 
Nigerian agriculture is characterized by redundant labor with marginal 
physical productivity tending to zero. 
If Nigeria is to accomplish her ultimate purpose of improvement in 
the lives and welfare of all Nigerian people, vast numbers of rural 
people must migrate out of agriculture. Even then the population in 
agriculture will continue increasing for some years although one ultimate 
goal of economic development is to stabilize or even reduce the amount of 
labor required to produce food. Substantial industrialization is neces-
sary if a portion of the agricultural population is to find more pro-
ductive non-agricultural employment, thereby pennitting those who remain 
in agriculture to reorganize their fanns into more efficient units. 
The process of outmigration and industrialization require a sub-
stantial amount of capital. Therefore, one objective of this stu 
to estimate the needed capital and the naturally available capital, and 
propounds means of capital formation to fill the gap between the 
required capital and the available capital. 
The first step is to estimate the amount of capital which will be 
necessary to transfer labor from agriculture to industrial employment 
over the period until the agricultural population stabilizes and begins 
to decline. 1967/68 is taken as the base year. 
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The rate at which labor transfers and the economy becomes trans-
formed from a primarily agricultural economy to a mixed economy depends 
on: 
1. the proportion of the labor force initially in the agricultural 
sector; 
2. the rate of growth of the non-farm job opportunities; 
3. the rate of growth of the total labor force. 
Given the growth rate of total population, the higher the proportion 
of labor force in the agricultural sector, the greater must be the rate 
of growth in the non-agricultural sector in order to bring about a 
decline in employment in the agricultural sector . Likewise, the greater 
the rate of growth of the total labor force, the more rapid will have to 
be the development of the non-agricultural sector in order to increase 
the proportion of total employment located in that sector. 
We are interested in the period when the annual growth rate of the 
agricultural labor force will be equal to zero because a zero growth 
rate marks the turning point between a decrease in proportion of labor 
force in agriculture and a decrease in absolute size of labor force in 
agriculture. 
To determine the proportion of the population in agricultural 
employment when the rate of population growth of agricultural labor force 
reaches zero, we can use the following relationship developed by Mellor 
(44). 
The rate of growth of the total labor force is the sum of the \ 
proportion in the agricultural sector multiplied by its rate of growt~ 
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and the proportion in the non-agricultural sector multiplied by its rate 
of growth. 
X = ay + Z(l-a) 
where 
X = rate of growth of total labor force. 
y = rate of growth of non-agricultural labor force. 
a = proportion of the population in the non-agricultural employment 
in the base year . 
(1-a) = proportion of the population in the agricultural employment 
1n the base year. 
Z = rate of growth of agricultural labor force. 
if we know the values of four of the five parameters, we can solve for 
the fifth one. Solving for Z we get 
Z(l-a) = X - ay 
Z = X - ay 
1-a 
For Nigeria, the values of these parameters are: 1 
x = 2.35% (0 .0235) 
y = 4.94% (0.0494) 
a = 22% (0.22) 
Using the values for a, x and y for Nigeria we can solve for a 
when Z = O 
1 Source: (70). 
.0235 - a(0.0494) = 0 1 - a 
0.0235 - a(0.0494) = O 
r 
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0.0235 = a(0.0494) 
a = 0.0235 = 48% 0.0494 
This i mplies that Nigeria will achieve a zero rate of growth in 
agricultural employment when 48% of the labor force is in non-agri-
cultural employment, assuming a constant rate of growth in the total 
1 abor force. 
The question that remai ns is how long will it take Nigeria to 
achieve this population pattern? We can solve for this using a 
compound rate of growth formula 
P = P (1 + r}t n o 
where r is the differential rate of growth as defined by Dovring (in 44, 
p. 22) 
r = y - x 
and x and y are defined above, and 
P0 = initial proportion of non-agricultural labor force (1967/68) 
Pn = proportion of non-agricultural labor after t years 
t = time period required for Z to equal zero 
for Nigeria 
r = 4.94% - 2.35% = 2.59% 
P n = • 48 
P
0 
= .22 
.48 = .22 (l + 0.0259)t 
log (.48) =log (.22) + t log (l.0259} 
Using logarithms we get 
t = log (.48) - lo~ (.22) 
log(l.059) 
and t = 31 
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This implies that at present ratio of growth it will take Nigeria 31 
years to transfer labor from agricultural to non-agricultural employment 
to achieve a zero rate of growth of agricultural employment. 
The size of the total labor force at the end of 31 years can be 
detennined using the above growth formula. 
It is necessary to detennine this because it is from the total labor 
force that we can calculate the size of labor force to be transferred 
from agriculture to other sectors of the economy. To do so, we define 
the following equation : 
where 
N = N (1 + r)t t 0 
Nt = total labor at t period 
No = initial labor force 
t = time period 
r = percentage rate of increase of labor force 
for Nigeria in 1967/68 
N
0 
= 27.2 million 
r = 2.35% 
t = 31 years 
Nt = (27.2 million) (l.0235)t 
=log (27.2 million)+ 31 log (1.0235) 
= 56.74 million persons 
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The proportion of the population in agriculture in 1999 is 52%, and 
52% of 56.74 million = 29.50 million. 
The proportion of the population in non-agriculture in 1999 is 48%, 
and 48% of 56.72 million= 27.24 million. 
The increase in non-agricultural population is a sum of any natural 
increase and the increase due to transfer from the agricultural sector. 
It is necessary to differentiate between these two categories of increase 
because, as will be seen later under explanation of the model scheme, 
they do not require the same amount of capital investment for employment 
purposes . 
The natural rate of increase in non-agricultural labor force is 
assumed at the same rate with natural increase in total labor force, so 
that 
where 
Nna = non-agricultural labor force in period t due to natural growth 
No(ng) = initial non-agricultural labor force 
N = 6 million (1 + 0.0235) 31 na 
=log (6 million)+ 31 log (1.0235) 
= 12.51 million 
The increase in non-agricultural population due to natural growth is 
= (12.51 - 6.00) million 
= 6.51 million 
The total non-agricultural labor force at the end of 31 years = 
27.24 million. The non-agricultural labor force due to natural growth= 
22 
12.51 million. The non-agricultural labor force due to transfer is the 
difference between the two. 
27.24 million - 12.51 million= 14.73 million persons. 
The above analysis indicates that it will require 31 years for 
Nigeria to achieve a zero rate of growth in the agricultural population . 
Over this period of time, total labor force will increase from 27.2 
million to 56.74 million, while the agricultural labor force will 
increase from 21 . 2 mi 11 ion to 29. 50 mil 1 ion. 
In essence, while the proportion of labor force in the agricultural 
sector will decline its absolute number will increase at a decreasing 
rate until 1999 when it remains the same (zero rate of growth) and 
thereafter it will fall. 
Model Scheme 
The model scheme adapted in this study is that by H. W. Singer in 
his article "The Mechanics of Economic Development" (59, p. 381). 
The purpose of this model is to estimate the demand and supply of 
capital using the above analysis. 
Total capital needed are estimated as a sum of three components: 
l. Capital needed for providing employment for those transferred 
from the agricultural sector, which is the cost per worker transferred 
multiplied by total number transferred. 
2. Capital needed for providing employment for the natural increase 
in the non-agricultural sector, which is the investment per worker 
multiplied by number of workers . 
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3. Investment needed to achieve the required increase in the 
agricultural output. 
The supply of capital is the total savings which will be available 
in Nigeria over the 31 year period. 
The model then shows the difference between needed capital and 
available capital. This provides the basis for the need for further 
generation of capital both within and from outside Nigeria . 
The study assumes a steady growth rate in developing the model 
scheme. This is similar to the feature of the Harold-Damar steady 
growth model which uses a device of fixed capital coefficients. 
Although a Harold-Domar growth path is an improbable type of growth 
to aim at or to try to achieve, except under conditions of stringent 
control on wage and profit ratios, consumption and investment, as well 
as taxation, Nigerian planners appear to be following this theory in 
setting an across-the-board annual growth rate of 6 percent for 
aggregate output, consumption and investment for the second plan period, 
1968/69 - 1972/73 (15, p. 3). 
Model parameters 
The model developed for this study uses the following parameters. 
In the base year (1967/68) total population is 61.4 million persons, 
per capita income is t 27 each and total national income is -t 1 ,663 
million. 
The economically active population = 27.2 million. 
AGRICULTURE 
Economically active 
population = 21.2 mil l ion 
Per capita income = t 43.4 
Total income = t 920 million 
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1967/68 
1998/99 
NON-AGRICULTURE 
Economically active 
population = 6 million 
Per capita income = t 123.8 
Total income = h 742.8 
mi 11 ion 
The natural increase in the labor force each year = 2.35% 
The economically active population= 56 . 74 million 
AGRICULTURE 
Economically active 
population = 29.50 million 
Total transferred from agriculture 
to non-agriculture = 14.73 million 
Development outline 
A. 11 Industrialization 11 (Transfer ) 
NON-AGRICULTURE 
Economically active 
population= 27.24 million 
Natural increase = 6.51 
mi 11 ion 
From agriculture =14.73 
mi 11 ion 
Total increase =21 .24 
mil 1 ion 
Cost per person transferred from agri culture = t 3,400 
14.73 million persons transferred 
Total cost: h 50,082 million 
B. Agricultural Investment 
Cost: h 130.72 million 
C. Provision of additional capital for 6.51 million persons 
(natural increase in non-agri culture) 
(t 573.20 per person) 
Cost: t 3,731 .53 mil l ion over 31 years 
Total cost 
Domestic Savings 
Deficit 
25 
= A + B + C 
= b 53,944.25 million 
= t 27,236 . 51 million 
= t 26,707 .74 million 
Explanation of the model scheme 
Nigeria is faced with three tasks: 
1. To provide the estimated 14.73 million persons transferring from 
agricultural employment to non-agricultural employment between 1967/68 
and 1998/99 with jobs. This transfer may be called industriali zation 
for short . 
2. To increase agricultural production, while a transfer of labor 
occurs from agriculture to non-agriculture, sufficient to provide food 
for the increased population in both of the agricultural and non-agri-
cultural sectors. 
3. To provide employment for the natural increase of population 
in the non-agricultural sector at prevail ing standards. 
The cost of industrialization may be best estimated as the total 
investment per person transferred. 
Estimates by Peter Kilby (35) and the National Manpower Board in 
Nigeria indicate that investment per worker in small-scale industry is 
about t 100 - t 200. In large-scale establishments, the average ratio 
is from t 2,000 tot 3,000 (21, p. 269). 
The National Development Plan 1962-63 cites ten industrial under-
takings in the western region having a total capital oft 5.5 million 
and empl oying only l,573 workers or an investment per worker of about 
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b 3,400 (47, p. 329). For the purpose of this study, therefore, a 
capital investment oft 3,400 per worker or per person transferred is 
assumed. 
On the basis of this assumption, the transfer of 14.73 million 
persons over the 31-year period cost Nigeria4: 50,082 million. 
The agricultural investment target can be derived from the rate of 
structural change. Since the total population increases by 2.5% per 
annum, while the agricultural population is supposed to remain constant, 
it follows that agricultural production must increase by at least 2.5% 
per annum if food supplies are to be maintained. According to the FAO 
parameters (70, p. 381) the annual increase in G.D.P . in the agri-
cultural sector is 4.2%. In the base year (1967/68) G.D.P . due to 
agriculture is t 920 million. At the above growth rate, the total 
increase in G. O.P. due to agriculture in 31 years will bet 2,358 
million. 
How much will it cost to achieve an increase oft 2,358 million? 
This is a function of the capital output ratio in the agricultural sector. 
The FAQ report gives a capital/output ratio of 1.72:1 for the 
agricultural sector (70, p. 384). Using this estimate, it would be 
possible to achieve an increase oft 2,358 million by capital investment 
oft 130.72 million. This will yield approximately t 76 million each 
year bringing total yield tot 2,358 million in 31 years. 
Next, we must consider the cost of providing for the natural 
increase of population in the non-agricultural sector. We assume that no 
attempt is made to provide the natural increase of population with a 
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more advanced technology than that corresponding to the present level of 
the group under review. 
This means that 6.51 million persons representing the natural 
increase in the non-agricultural sector should be equipped with 
sufficient capital to produce t 123 .8 per capita per annum. 
The capital/output ratio in the non-agricultural sector is 4.63:1 
(70, p. 384). On this basis an investment oft 573. 2 per person is 
required. This resul ts i n a total investment oft 3,731 .53 million. 
The total cost of the development program is t 53,944.25 million. 
Of this, t 50,082 million represents the cost of industrialization, 
b 130.72 million represents the cost of agricultural development, and 
t 3,731.53 million represents the cost of providing for the natural 
increase of population in the non-agricultural sector. 
At the base year Nigeria had a savings oft 193 million and th is 
is growing at 8.7% per annum (70, p. 382). From calculation1, we find 
that at the end of the study period naturally available capital (savings) 
will be b 27,236.51 million. 
Nigeria is therefore faced with a deficit oft 26,707.74 million in 
the financing of her development program over the 31 year period 
(1967/68 - 1998/99) . 
1starting from the base year, we calculate saving on yearly basis 
taking account of the percentage increase each year. We then sum them 
up to get the total savings to the 31 year period . 
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The conclusion of this section of the study is that Nigeria cannot 
finance a program of rapid economic development through capital invest-
ment from her presently available domestic resources. 
If the proposed structural change is to take place, therefore, 
Nigeria needs to obtain a great deal of capital both from within and 
externally. 
Inferences drawn from scheme model 
If Nigeria is to finance a program of rapid economic development to 
achieve the desired structural change, there are four possible approaches: 
l. The fjrst would be to reduce the cost of the development program 
by lowering the capital/output ratio (or increasing the yield per unit 
of capital employed). This would require adoption of labor-intensive 
technology, and possibly several different forms of investment based on 
utilization of the unemployed and the underemployed labor of the country. 
2. A second approach would be to increase net savings through 
attempts at reducing consumption below the initial level oft 23.76 
per capita with the existing distribution of income. 
3. The third approach would be to reduce the rate of population 
increase. This would reduce per capita requirements in three ways: 
a. Less people would have to be transferred out of agriculture, 
in order to keep agricultural population constant in size; 
b. Accordingly, the increase in food production woul d have to 
be less, and thus the agricultural investment program could 
be cut; and 
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c. Natural increase of population in the non-agricultural 
sector would be smaller. Thus total expenditure on develop-
ment program would decline exactly in proportion to the 
rate of increase in population. 
4. Finally, it would be possible to carry out the development if 
the domestic resources are supplemented from outside. 
Since we assume that the ratio of required capital to output 
remains unchanged for the 31 year period, alternative one will not be 
adopted. 
According to a research carried out on food consumption and income 
relationship in Nigeria (5) involving families within the income range 
of 50 shillings to 1,600 shillings per month, a range under which most 
Nigerians fall, an income elasticity of .602 for all foods was got. 
At this stage of Nigerian development, therefore, food expenditure 
per household is one of the most important items. Cutting down on the 
cost of food cons umption, in order to generate savings, is going to mean 
lowering prices of foodstuff, thus drawing upon agriculture for capital 
formation . A prime argument against this is that agriculture is 
already a poverty-stricken sector of the econo1J1Y, with average per capita 
income considerably lower than that of the non-agricultural sector. 
Regarding the third possible approach to financing development, 
population control, much has been written on this subject dating since 
Thomas B. Malthus. 
Malthus's principle of population as developed in the first edition 
of the Essay as stated in (65, p. 17) is as follows: 
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11 1 think I may fairly make two postula: First, That food is 
necessary for the existence of man. Second, That passions between the 
sexes is necessary and wi ll remain nearly in its present state. 11 
"Assuming then, my postula as granted, I say, the power of popula-
tion is indefinitely greater than the power in the earth to produce 
subsistence for man. 11 
"Population, when unchecked, increases in a geometrical ratio. 
Subsistence increases only in an arithmetic ratio" (65, p. 17). 
Malthus considered the units of time in which population could 
double, if it were not impeded by lack of subsistence, to be about 25 
years. He further assumed that if population is unchecked, it would 
lead t o misery and vice. 
He postulated two types of checks: the positive checks and the 
preventi ve checks. The forrrer are all factors that operate chiefly as 
dete rminers of the death rate; that is, as destroyers of life already 
begun while the l atter include those factors that operate to reduce the 
birth rate. 
Malthus believed that these two checks, the preventive and positive, 
"are two causes of the slow increase of population in all the states of 
modern Europe .. . 11 and that a "comparatively rapid increase has 
invariably taken place, whenever these causes have been in any con-
si derable degree removed" (65, p. 18). 
Nigeria, however, does not have the Malthusian problem that plagues 
many parts of North Africa and of Asia. The density of population is 
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relatively low, and land is still available for extensive use by 
traditional methods. Even if its annual rate of population growth is 
greater than the average of 2.5 percent presently assurred, still Nigeria 
will not have the population problem of India or China. 
The problem seems not to be of population size but rather of low 
productivity and lack of complementary factors. 
Secondly, reducing the rate of increase of the population of a 
country like Nigeria with her system of polygalT\Y is going to take a very 
long t ime . 
In view of the above two reasons, alternative three is likely not 
a possible way of financing the developrrent program. 
The fourth alternative is through external capital in the fonn of 
aid. 
Foreign aid has the primary advantage to the recipient country of 
providing capital without the strain of reducing domestic consumption. 
In addition, foreign aid may provide capital in forms which are 
particularly difficult for a country to command from its internal 
resources. Foreign aid is provided in various forms including direct 
gifts, low interest rates, loans, and gift and loans tied to specific 
commodities. 
The foreign investor has often been cast in a variety of roles in 
underdeveloped countries . He is sometirres referred to as the hero of 
modernization. 
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According to Schumpeter (57), the key factor in the process of 
economic development is the entrepreneur, defined as an innovator. His 
path-breaking activities could be one or the other of the following: 
1. the introduction of new goods; 
2. the introduction of new method of production; 
3. the opening up of new markets; 
4. the conquest of a new source of supply of raw materials or 
part-manufactured goods; and 
5. the carrying out of a new method of organization of an industry. 
We can adapt the Schumpeterian system to situations in an under-
developed economy like Nigeria. Thus the foreign investors can be 
looked at as the innovators. By pioneering and demonstrating the 
profitability of various industries, they can generate the interest and 
imitation of the domestic investors. 
Of the four alternative ways of meeting the finance of the develop-
ment program, the last one seems the most probable. 
Above this, however, a good part of the needed capital could come 
from a rapid increase in output to generate higher export earnings. 
The Nigerian economy as a whole has a diversified export structure 
(although there is a high degree of regional concentration on one of the 
major crops). In recent years, the development of petroleum has intro-
duced a new element into the trading picture. 
The implications for agriculture, which is still the major earner 
of foreign exchange as well as the source of food supply, are clear. 
First, output of export crops has to be increased rapidly and productive 
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eff iciency enhanced to maintain their competitive position in world 
markets . Second, total food production and also production in each of 
the main categories must keep pace with demand as incomes rise and 
commercial market grows as a result of overall economic development. 
As can be seen from table 1, about half of the national income 
originates in agriculture and livestock production. Agriculture is an 
import ant contributor to public revenues through export duties and pro-
duces sales taxes. In 1965-66, approximately t 15.4 million or 10 percent 
of federal revenues came from agricultural products. An additional t 4.5 
million was collected by regio~al governments. Thus in 1965-66, total 
taxes paid on agricultural products amounted to about 3 percent of the 
Gross Domestic Product (G.D.P.) from agriculture, or 15 percent of the 
value of agricultural exports from which they are largely derived. In 
addition to taxes, income is transferred from agriculture to other 
industries through the investment of marketing board surpluses (34, 
p. 19) . 
Agriculture is still likely to outweigh all other sectors of the 
econo111Y in 1974, but by 1980 its contribution to G.D.P. may be slightly 
below 50 percent (70, p. 8). According to the FAO growth model (70), 
expo rts must rise by at least 5.5 percent per annum if imports are to 
increase at the rate of 6 percent per annum. This implies that between 
1964 and 1980 , agri cultural exports will have to be doubled . 
The Nigerian agricultural economy is, however, predominantly one of 
small holders, growing characteristically, two or three acres of crops in 
the south and eight or ten acres in the north. In economic terms, 
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Table 1. Contribution of agriculture to Nigeria's Gross Domestic 
Product at factor cost 1967a,b 
Item 
Total G.D.P. 
Agriculture including 
1 i vestock 
Domestic consumption 
Raw materials 
Exports 
Fishing and forestry 
Petroleum 
Other 
Agricultural processing 
a Source ( 32). 
Value (~million) 
1 ,591 
899 
(791) 
( 10) 
(98) 
60 
45 
587 
(60) 
Proportion 
100.0% 
56 . 5% 
3.8% 
2.8% 
36 . 9% 
bFigures in parentheses are items .under the major components 
directly below which they are placed . 
Nigerian agriculture has substantial unused or underutilized productive 
capacity in land and labor as evidenced by low returns to labor and 
capital and low rents to land . Within the context of traditional 
technology, investment of land, labor and capital has been pushed beyond 
privately profitable margins at prices now paid to farmers. 
Presented with opportunities for profit through trade in the 
appropriate commodities, Nigeria's peasant producers responded 
by foregoing leisure and bringing more land under cultivation . 
It was thus not through foreign exploitation of mining and 
plantation enclaves, but rather through indigenous peasant 
response to ordinary economic incentives that Nigeria entered 
upon the world economy (29, p. 49). 
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Since it is evident that Nigerian farmers responded to incentives 
when they were offered, more incentives may provide a means to finance 
the development program, at least in part, through increased export 
earnings. 
The oil industry, in a similar fashion to any other industry, has 
a direct effect on the economy in its employment of local labor and in 
the stimulation of other industrial activity. In terms of foreign 
exchange earnings, petroleum operations will become increasingly 
important. Most of the companies operating in Nigeria are still in the 
exploration and development stage and substantial profits (which provide 
the big foreign exchange earnings when capital allowances against 
initial drilling and exploration costs have been written off) have yet 
to accrue to the government. 
According to the CSNRD Report 33 (34, p. 148) revenue from 
petroleum should rise tot 240 million by 1985. 
The conclusion drawn from this chapter, then, is that to finance 
her development program Nigeria has to generate capital from within the 
country through expansion of foreign exchange earnings from increased 
production of the major export crops and from revenue from petroleum, 
and also she needs to obtain capital externally through aid funds and 
private capital investment. 
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GROSS DOMESTIC CAPITAL FORMATION 
Both Leibenstein (41) and Kuznets (39) emphasized the indispensa-
bility of capital in economic development. According to Kuznets, capital 
is defined as "the stock of commodities and the less tangible properties 
of human beings and institutional arrangements which are capable of 
rendering services to consumers and producers of a given nation" (38, p.l). 
According to Kuznets what is important is not so much capital forma-
tion as capital utilization. There is no direct connection between the 
capital formation proportion and secular growth. There may be a con-
nection between growth and capital utilization . 
However, the most definite exposition of the role of capital in 
underdeveloped countries is probably that contained in Regnar Nurkse's 
classic work (48). Underutil ization of productive factors derives from 
low savings and deficient capital. Within the boundries of known 
technological possibilities, labor productivity can be substantially 
increased by raising net capital accumulation incorporated in new 
equipment and new production process. Once the difficult threshold of 
low productivity level has been crossed, the dynamic growth process 
becomes self reinforcing and the vicious circle turns to a virtuous 
upward movement. 
For the period 1950-60, Nigeria's gross capital formation 
averaged 11 .3 percent of the GNP (see table 2). Furthermore, during 
the past decade the trend has been steadily upward and in 1960 the 
percentage rose to 15.4. 
Table 2. Gross capital formation 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
GCF (4:m) 
48.4 
59.4 
75.0 
79.9 
92 . 9 
102.6 
108.2 
113.0 
122.3 
136. 7 
158.0 
*At 1957 market prices. 
a Source: ( 60) . 
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as percentage of GNP* 
GNP (tm) 
697.6 
750.7 
805.8 
826.3 
891.4 
918.3 
902. l 
943.6 
971.4 
986.0 
1 ,026. 5 
Capital Formation Through Export Expansion 
(Nigeria)a 
% 
6.9 
8.0 
9.3 
9.6 
10.4 
11. l 
12 .0 
12.0 
12.6 
13.9 
15.4 
Economists have long recognized that export expansion often plays 
a key role in initiating development . 
Export industries for which the goods and services content of 
inputs were favorable to domestic production not only initially induced 
greater secondary development, but also indirectly increased the 
possibilities for sti ll further growth. If the demand for certain agri-
cultural products rises because of expansion in the export sector, the 
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larger incomes received by some rural producers enable them to purchase 
the lumpy capital good and introduce better productive method. Pecuniary 
spillovers also affect the inflow of capital funds into the under-
developed economies from more advanced areas. 
In classical model the mechanism by which international factor 
movements stimulate growth in a free market system is simple and direct. 
New labor skills together with larger world markets, raise profits rates 
in the less developed countries and broaden their opportunities for 
specialization and division of labor. Additional capital flow into 
the areas from abroad to take advantage of these opportunities, and the 
profits from previous investments in the underdeveloped countries are 
also reinvested. 
Hla Myint's analysis of the effect of exposing a traditional peasant 
society to international trade (45) helps to explain the growth of export 
production in Nigeria. Myint argues that the opening up of trade pro-
vides an opportunity for the profitable employment of hitherto idle 
resources. As long as there are available reserves of idle resources, 
output can expand very rapidly, without any change in traditional modes 
or techniques of production. Myint suggests that this is approximately 
what happened in West Africa and Southeast Asia during the early decades 
of the twentieth century. 
Other writers have affirmed the relevance of Myint's hypothesis for 
Nigeria. According to Gerald Helleiner, "When world trade first made its 
influence strongly felt in Nigeria in this century, it did so by reach-
ing into the very midst of the peasant economy offering rewards directly 
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to the peasant producer" (29, p. 48). The expansion of Nigerian cocoa 
exports for example, "was achieved prtncipally through the steady bring-
ing of more land under cultivation and the abandonment of former leisure 
activities in return to the higher returns earnable from cocoa" (29, 
p. 49). Eicher and Lawrence (18) have emphasized the availability of 
unused land in Nigeria, which was cultivated after the turn of the 
century by Nigerian farmers . 
Spurred initially by soaring world market prices, Nigerian agri-
cultural exports expanded rapidly during the 1950's. The growth in 
the volume of cocoa, groundnuts, cotton and rubber exported from Nigeria 
continued or even accelerated during this per1od (see table 3). 
With high degree of dependence on a few major exports, the under-
developed countries are very vulnerable to the fluctuations in the world 
market prices of these exports. A recent United Nations report has 
estimated that, making allowance for the trend, the year-to-year 
fluctuations in the export receipts of the underdeveloped countries 
during 1948-58 have averaged between 9% and 12%, some countries having 
an average fluctuation of 18%. 
Extreme fluctuation not only induces distortion in the economic 
development of producing countries they throw great strains upon their 
social or political fabric. 
Theory of international trade 
Dissimilar factor supply ratios, in the broadest sense, provide the 
basis for international trade. Such dissimilar factor supply ratios 
relative to demand lead to dissimilar factor-cost ratios among the 
Table 3. Principal exports from Nigeriaa 
Year Cocoa Pa 1 m Kerne 1 s Palm Oil Peanuts 
(Long tons) t 000 (Long tons) t 000 (Long tons) 4: 000 (Long tons) t 000 
1900 202 9 85,624 834 45,508 681 599 4 
1905 470 17 108,822 1,090 50,562 858 790 7 
1910 2,932 101 172 ,907 2,451 76 ,851 1 ,742 995 9 
1915 9,105 314 153,319 1,693 72 ,994 1,462 8,910 72 
1920 17'155 1 ,238 207,010 5,718 84,856 4,677 45,409 1 , 120 
1925 44,705 1 ,484 272 ,925 4,937 128, 113 4,166 127,226 2,394 ~ 
0 
1930 52,331 1, 756 260,022 3,679 135,801 3,250 146,371 2,196 
1935 88, 143 1 ,584 312,742 2,245 142,628 1 ,656 183,993 2 ,093 
1940 89,737 1 ,583 235,521 1 ,500 132,723 1 ,099 169,480 l ,476 
1945 77,004 2,150 292,588 3,496 114, 199 1 ,894 176,242 2,696 
1950 99,949 18 ,984 415,906 16,694 173,010 12 ,072 311 '221 15,237 
1955 88,413 26,187 433,234 19'196 182, 143 13,151 396,904 23,134 
1960 154 '176 36 ,772 418, 176 26,062 183,360 13,982 332,916 22,878 
a Source: ( 29 ). 
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various countries. These factor-cost ratios then give rise within each 
country to a comparative advantage in the production of certain products. 
Specialization in those products which can be produced relatively 
cheaply as compared to the rest of the world, enables a country to 
increase its aggregate weal th through international trade . 
It is expected that increased demand within each country for its 
relatively cheap facto rs will lead to increases in the costs of and thus 
the returns to these factors and thereby to an international equalization 
in the returns to the various factors of production. 
Tariffs and other trade barriers tend to negate a part or all of 
the comparative advantage of a foreign producer over internal supplier 
and thus lower the net gain in aggregate wealth which would accrue to 
both countries if they were to pursue mutual policies of specialization 
and international trade . 
The theory of comparative advantage is, however, a static theory. 
In a dynamic, real world situation, there are other factors which lead 
to some modification of thi s simple free trade model. This model 
enables each country to combine its factors of production more 
efficiently by specializing in the production of goods best produced by 
the utilization of large quantities of its abundant factors. 
This has a number of implications for less industrialized nations. 
Equalization of the return to factors over time, and thus national 
incomes, is based on the assumption of full employment of all factors. 
To the extent that factor unemployment and immobility do obtain in the 
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developing countries, increased use of particular factors may not lead 
to proportionate increases in the factor returns. Furthermore, the 
historical advantage held for various reasons by the industrialized 
nations in the production of manufactured goods has led the less-
industri al ized countries to specialize in the production of primary 
agricultural goods. Aggregate world demand for such goods, however, has 
proved much less income elastic than demand for manufactured goods. 
Since the demand for factors is "derived" from the final end-products 
they are used to produce, the returns to agricultural factors acquire 
a lower income elasticity than the returns to industrial - type factors. 
The failure of the value of exports from non-industrial areas to 
expand has resulted in a decline in trade between the non-industrial 
and industrial areas . 
Since trade creates buying power, it is obvious that free trade and 
market expansion are one of the key needs of the developing countries . 
The General Agreement on Tariffs and Trade (GATT) (23) was founded on 
the principle that free and unrestricted trade leads to optimal alloca-
tion of the scarce resources of the world. Its aim is the negotiation 
by the contracting parties of reciprocal and mutually advantageous 
arrangements to reduce both tariff and non-tariff barriers to trade. 
The Kennedy Round was the sixth and most extensive (1964-67) round 
of negotiations held under the auspices of the General Agreement of 
Tariffs and Trade. Of the 48 participants, 19 were developing countries. 
The result of this "round" led to reduction on agricultural tariffs. 
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Nigerian Agricultural Exports by Commodity 
Cocoa 
Production of cocoa in Nigeria is concentrated primarily in the 
western state, where it involves about 300,000 peasant farmers and about 
1,200,000 acres . In recent years Nigeria has accounted for nearly one-
fifth of the world supply of cocoa . The F.O.B. value of exports 
averaged t 21 million over the period 1961-1965, which compares with 
around t 50 million for groundnuts and t 27 million for palm products, 
two other major export items. 
For nearly three decades, marketing of Nigerian cocoa has been 
handled by statutory marketing boards which organize the procurement and 
delivery to port while the Nigerian Produce Marketing Company handles 
export sales. 
The total money value of cocoa exports grew markedly in the first 
two decades of the century, slumped briefly in the early 1920's and then 
res umed its upward trend until the Great Depression of the 1930's. With 
the exception of a brief revival in 1936-37, cocoa exports then remained 
stagnant at a level well below the previous peak until the end of 
World War II. From then on the growth in the value of cocoa exports 
was truly remarkable from a total value oft 113 million in 1944, cocoa 
exports rose tot 39.3 million by 1954. Real producer incomes in 1960 
were three times the level of 1947-48. 
In the past decade, Nigeria has diversified its shipments among 
countries of the world. In 1955, England received 66 percent of Nigeria's 
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export, United States 20 percent, and the Netherlands 7 percent. In 
1960, however, the United Kingdom accounted for only 27 percent while 
the United States and the Netherlands accounted for 69 percent of the 
total. 
During the period 1953-1963 cocoa prices experienced four broad 
moves; an uptrend from February 1953 through July 1954; a downtrend from 
July 1954 through March 1957; and an uptrend from March 1957 through 
July 1958; and finally a downtrend from July 1958 through summer of 
1962 (74, p. 13). 
The sharp eighteen-month uptrend was unique and found its cause 
initially in a rapid shift in demand, rather than supply, conditions. 
Consumption in the United Kingdom increased sharply and unexpectedly in 
response to the lifting of wartime controls on confectionary consumption. 
After July 1954, prices entered into a prolonged decline that 
persisted over thirty months, ending in March 1957. The decline found 
its cause in three straight years of increased world production coupled 
with a relatively long lag in the reaction of world consumption to the 
decline in raw cocoa prices. 
While 1961-62 world production was four percent smaller than that 
of the previous year, it still exceeded 1962 absorption by almost 
30,000 tons, with the result that world stocks increased, the inventory 
ratio remained high, and spot Accra traded at or around twenty-one cents 
per pound. 
The 1962-63 period can be described as a period of price recovery. 
With the harvest of the new African main crops late in 1962 and early 
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1963, the market began to climb from its plateau at around twenty-one 
cents per pound to a new trading range centered around twenty-six cents 
with limits of roughly twenty-four cents and twenty-eight cents and 
stayed within these limits for the remainder of 1963. This brought 
about an increase in output of the following year as shown in the 
appendix. 
During 1964-65 crop season, however, the bottom truly fell out of 
the world cocoa market. The London price at one point fell below t 120 
per ton, lower than the price at anytime since 1947. By the beginning 
of 1966, however, prices recovered and reached a high of 26 cents per 
pound, which is approximately t 185 per ton. By 1968, the price stood 
at about t 180 per ton and there have not been much fluctuations since 
then until the present day. Price outlook for the near future is likely 
to be around b 180 per ton. 
Cocoa has not yet been subject to international comnndity controls, 
for which it qualifies on many of the same grounds as coffee . However, 
valuable work has already been done to regulate the output from cocoa 
plantations. The London Cocoa Conferences, organized by Cocoa, 
Chocolate and Confectionary Alliance, and the meetings of the Inter-
America Cacao have periodically given evidence of progress made in 
subjecting cocoa to an international agreement (71, p. 3). 
Efforts at international agreement failed in both 1963 and 1966, 
because of disagreements between producers and consumers as to the 
price at which export quotas would become operative (52, p. 155). It is 
likely that a cocoa agreement will be negotiated in the near future. 
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But, it is not clear whether it will be acceptable to all parliaments, 
notably the United States Congress. It is hoped that cocoa will still 
continue to play a major role in capital formation and Nigerian economic 
development. 
Oil palm 
Oil palm tree plays an extremely important role both as a source 
of domestic food suppl ies and as a source of an export crop. It has 
two major products ; palm kernels and pal m oil wh i ch together have 
accounted for between 15.7 percent (1962) and 36 .4 percent (1949) of the 
total value of Nigerian exports . 
The money values of palm kernels and palm oil exports have moved 
in closely parallel fashion throughout the past 60 years . They rose 
rapidly early in the century, slumped during the World War I, then 
reached new peaks immediately thereafter. Another major slump in the 
early 1920's was followed by a partial recovery from 1923 to 1925. From 
then until 1934, the value of the palm produce export fell, at first 
gradually, then with the onset of the Great Depression, sharply . Partial 
recovery in the next few years was followed by a further collapse in 
1938-40. Gradual growth during the war still left export values well 
below the pre-Depression years by its end in 1945. The postwar and 
Korean War booms lifted them to record levels by 1952 after which they 
level off again, and began to fall in 1960 . 
Producer incomes have been following the pattern of export values 
but have been held down in the postwar years. 
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Exports of palm oil have been almost stationary over the past 15 
years except for annual fluctuations. One hundred sixty two thousand 
tons were exported annually during 1948-52 and 165,000 tons in 1961. 
Peak exports of 184,000 tons were reached in 1959 and 1960. In 1962 
there was a large drop in exports with only 118,000 tons shipped. 
Exports rose to 126,000 tons in 1963 and 134,000 tons in 1964 . Palm 
produce is still expected to contribute greatly to export earnings in 
Nigeria in the future. 
Groundnuts 
Groundnuts are grown for edible oil principally in the northern 
states of Nigeria. They are third in importance among Nigeria's agri-
cultural exports. In recent years they and the oil produced from them 
have made up from 17 to 26 percent of Nigeria's exports. They are 
grown on over one million acres, primarily in Kano and Kastina Provinces . 
Exports in 1934-38 were on the average 230,000 tons a year. 
Exports of both groundnuts and groundnut oil made substantial progress 
from early l950's to the present. Groundnut exports climbed from their 
1954 peak of 428,000 tons to 614,000 tons in 1963 (29, p. 110). Exports, 
however, fell to 547,000 tons in 1964. 
With a total value oft 46 million in 1963 and overt 47 million 
in 1964, exports of groundnut products accounted for almost a quarter 
of the countries total exports. The United Kingdom, and more recently, 
France are the two largest markets; other markets of importance are 
Italy, Germany, the Netherlands and Belgium-Luxembourg. 
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World price experience for Nigerian groundnuts is not dissimilar 
from the other principal agricultural exports. A gradual upward drift 
continued from the turn of the century until the middle of World War I 
when received prices began to climb more rapidly reaching a peak of 
b 23/ton in 1920. Prices then fell and stayed low at about t 10/ton 
until 1935 when a brief resurgence occurred for two years (1935-37). 
Prices had another collapse thereafter. However, by 1952 prices rose to 
b 85/ton. They then started down again and leveled off at about t 60/ton 
until 1967 just with slight variation from year to year. The future 
output of groundnuts may not show any substantial increase over recent 
levels. 
Cotton 
Cotton is cultivated by peasant farmers mainly concentrated in the 
northwestern provinces of Northern Nigeria. Although the value of 
cotton exports has never exceeded 7.2 percent of total Nigerian exports, 
cotton production is today the second most important peasant export 
crop in Northern Nigeria . Considerable quanti ties have traditionally 
been directed into indigenous textile industries as well. It has 
generally been assumed that production for local use has always been at 
least as great as that for export (29, p. 127). 
According to the national income estimates, total production of 
seed cotton in 1952-53 was 84,000 tons, equivalent to 26,000 tons of 
lint cotton (71, p. 223). Cotton production has risen in Nigeria during 
the past fifteen years and is at the level of about 45,000 tons of lint 
cotton, averaged over the three year period 1962/63-1964/65. This 
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increase in production is believed to have been caused alroost entirely 
through expansion of the acreage planted with cotton rather than through 
improvements in cotton culture (70, p. 167). 
Price received for cotton before World War II rooved broadly in 
harmony with those for other principal exports - very high prices being 
obtained in the late teens and twenties, followed by collapse in the 
thirties. The Korean War boom, however, brought a tremendous increase 
in cotton export prices . The peak was reached in 1952 after which 
prices fell off steadily until 1959. In the 1960-64 period, prices 
have been somewhat higher again. Output of cotton will rise in future, 
especially so with the government encouragement through the supply of 
cotton seeds. 
Rubber 
Rubber exports have become increasingly important in Nigeria in 
recent years. As the biggest producer of natural rubber in Africa, 
Nigeria ranks sixth in world production and contributes about 3 percent 
to world output (see table 4). 
Southeast Asia is the major producer, accounting for about nine-
tenths of world production . Malaysia and Indonesia are other leading 
producers. 
The United States consumed more rubber than any other country both 
by total volume and per head. Other rubber consuming countries are 
Japan, the United Kingdom, U.S .S. R. and Mainland China. 
Despite the higher share of synthetic rubber usage, natural rubber 
consumption increased through the period 1958-68, except for slight 
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decrease in 1960 and 1967 as a result of less favorable economic outlook 
in the West. 
Table 4. Shares of world natural rubber exports, representative yearsa 
Average 1937-39 1954 
Thousand Thousand 
of tons Percent of tons Percent 
Malaysia 
Indonesia 
Nigeria 
West Africa 
3 
8 
World Total 1 ,004 
0.3 
0.8 
100.0 
640 
718 
20 
59 
1 , 725 
aSource: Composed from (29) . 
37. 1 
41.6 
1.2 
3.4 
100.0 
1961 
Thousand 
of tons Percent 
750 
682 
55 
103 
2,037 
36.8 
33 . 5 
2.7 
5. 1 
100 .0 
About 98 percent of present production of natural rubber in Nigeria 
is small holders• business, with an estimated total area of 450,000 
acres. However, government and privately owned estates are being 
developed with a potential total area of 143,000 acres in western and 
28,000 acres in midwestern states (70, p. 81). 
Peak years for export volume of rubber were 1906 and 1914. Pro-
duction virtually halted after World War I before reaching a new high 
of over 2,000 t ons in 1928. The Great Depression brought reductions 
again but recovery was rapid for the rubber industry . By 1945, Nigerian 
rubber exports were more than triple their prewar level. By 1955, 
production reached 30,000 tons and a higher peak of 66,000 tons by 
1964 ( 29' p. 121). 
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Despite increasing consumption and production, the total value of 
world exports decreased from $1 ,153 million in the 1955-57 period to 
$839 mi l lion in 1967, then climbed to $857 million in 1968, an increase 
of 2 percent. This was the result of a steep price drop from 76.76 
cents/kg in 1955-57 to 43.87 cents per kg in 1967. In 1968, pri ces were 
almost at the 1967 level. 
The prices decreased because of higher competiti on of synthetic 
rubber during the sixties. The other factor that stimulated the dropping 
of prices was released from strategic stockpiles by the United States 
and the United Kingdom. 
Future production and exports of rubber is expected to rise. 
Regression Analysis 
So far in the study, we have reviewed and estimated the demand and 
supply of capital for Nigerian development over the period 1967-68 to 
1998-99. These estimates have indicated a large deficit . One possi -
bility of removing this deficit is through increased export earnings and 
we have consequently reviewed the future possibilities for these crops. 
We now turn to an analytical means of projecting the level of 
exports for each of six crops - cocoa, palm oil, palm kernels, groundnuts, 
cot ton and rubber. To do this, a regression analysis is carried out to 
see the functional relationship among certain variables and to predict 
future production in order to estimate future capital formation from 
export crops. 
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Time is the only independent variable upon which the prediction of 
output is based . Prices fluctuate over the years and so for the purpose 
of this study, price is held constant at the 1964 level. 
A duITIT\Y variable is included to take care of missing observations 
of price index for certain years, but these have a zero value in the 
projection equation because there is price index for 1964. Data for the 
years 1900-1964 (shown in the appendix) are used. 
The general model is 
Y = ~ + B1X1 + B2X2 + 83X3 + B4X4 + BsXs + BGXG + £ 
where 
y = output 
~ = intercept 
81 s = regression coefficients 
X1 = deflated price 
X2 = deflated price, lagged one year 
Xs = deflated price, 1 agged two years 
X1+ = dUJm\Y variables 
Xs = time 
x6 = time square 
e: = residual 
Seven regression models are used for each of the six crops included in 
the study. They are the following: 
Model I Y = ~ + 81X1 + B2X2 + 83X3 + B1+X 4 + BsXs + BGX G + e: 
+ + BsXs + BGXG + e: 
Model III y = ~ + 
Model IV y = « + 
Model V 
Model VI y + « + 
Model VII y + « + 
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+ + 
+ + 
+ E 
+ + BsXs + + E 
+ + BsXs + BsXs + E 
+ + Bs Xs + + E 
We try to f1nd the model that has the best functional relationship 
among the independent vari ables . 
First each model is examined for partial F-value and any that has 
a nonsignificant value i s no t used .1 Among the models that have signifi-
cant F-values, the study chooses one on the bas is of relative comparison 
of these significant values and the number of variables contained in 
the models . 
For each crop, therefore, one model is chosen and predicted values 
are calculated for future time periods. 
The du11111Y variable = 1 where we do not have pri ce index (1900-1947) 
and du11111Y variable= 0 where we have pri ce index (1948-1964) . The price 
index is used to deflate the observed crop prices . 
However, in this study we hold 1964 prices constant for each crop 
in projecting future exports and so the dulllll\Y variable i s zero and, 
therefore, does not affect our projection. 
ship. 
Time is represented by the particular year to which we project . 
Time square is used to account for curvilinearity in the relation-
1For explanation of partial F see 4b . 
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Price is lagged one year because production in one year is a 
function of the price of previous year. 
Vt= f(Pt-1) 
Price was lagged two years to see if there is any effect of such 
two-years previous price on production. 
The residual is the error made in predicting. 
Table 5 shows the values of the coefficients and the constant of 
each model and their standard errors. 
Table 6 shows projected values based on the best model for each crop. 
Cocoa and groundnuts exhibit high rising trends. Cotton and rubber 
tend to rise gradually while the two products of palm produce, palm oil 
and palm kernels decrease over time. This is due to the fact that 
output was · lower between 1957 and 1964 than other years. 
Some higher output than the predicted values may occur in future 
especially if prices become more favorable. 
Comparisons of the Projection with those of Previous Work 
Three sets of projections are compared as shown in table 7. There 
are substantial differences between the projections from this study and 
the other two projections because of the basic assumptions made. 
This study assumed that future output is going to follow past trends 
of a gradual increase through opening of new land and use of chemicals. 
Production, therefore, is not expected to have a great jump in any future 
time. 
Table 5. Valuesa of the coefficients of chosen models with their R2 and standard errorsb 
Best 
R2 Crop Model a: S1 S2 S3 Sti Ss Ss 
Cocoa II I 0.0061 0 -0.001 9 0 0 0.0097 0.0003 0.93 
(0. 1829) (0.0007) (0.0007) (0.0001) 
Palm oil I I 0.4585 -0.0059 0.0069 0 0 0.0444 -0.0005 0.92 
(0.0845) (0.0026) (0.0016 ) (0.0054) (0.0001) 
Palm kernels II l. 1367 -0.0233 0.0091 0 0 0.0783 -0.0006 0.96 
(0 . 1494) (0.0081) (0.0046) (0.0094) (0.0016) 
Groundnuts VI -0.0052 0 0 0 0 0.0047 0.0012 0.90 01 
(0.2377) (0.0166) (0.0003 ) <.Tl 
Cotton II 0.0228 0.0001 0.0005 0 0 -0.0021 0.0001 0.84 
(0.0219) (0 .0002) (0 .0001) (0.0016 ) (0 .0001) 
Rubber II 0.1374 -0.0066 0 .0041 0 0 -0.0158 0.0004 0. 91 
(0.0458) (0.0002) (0.0002) (0.0021) (0.0001) 
aThe val ue of the coefficients and constants are scaled down to 1 
bstandard error in brackets. 
l0,000 
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Table 6. Projections for export crops (Nigeria)a 
Standard 
Predicted Value Error of 
Crop Best Model Year (long tons) Prediction 
Cocoa I II 1975 239,840 2,100 
R2=0.93 
1980 270,588 2,500 
1985 303,006 2,900 
1990 337,096 3,400 
1995 372 ,857 4, 100 
1999 402,669 4,600 
Palm Oil II 1975 113,711 3,900 
R2=0.92 
1980 95,337 4,500 
1985 74,757 5,200 
1990 51 ,374 6,000 
1995 25,385 7,000 
1999 2,718 7,800 
Palm Kernels II 1975 410,509 600 
R2=0 . 96 
1980 406,274 700 
1985 399,239 900 
1990 389,403 1 ,000 
1995 376,768 1,200 
1999 364,644 l ,300 
Groundnuts VI 1975 701 ,913 6,900 
R2=0.90 
1980 796,182 7,500 
1985 896,382 8,400 
1990 1 ,002,512 9,400 
1995 1,11 4,572 10,600 
1999 1 ,208,489 11 , 160 
Cotton II 1975 41,406 600 
R2=0.84 
1980 46,686 700 
1985 52,375 900 
1990 58,472 1 ,000 
1995 64 ,977 1 ,200 
1999 70,476 1 ,300 
Rubber II I 1975 94,578 800 
R2=0.91 
1980 114 ,305 900 
1985 135,809 1'100 
1990 159,087 1 ,300 
1995 184,141 1 ,500 
1999 205,463 1,700 
aSource: Result of study. 
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The FAQ projection was based on the assumptions of land develop-
ment, soil and landuse distribution, rehabilitation program and grant 
scheme. For instance, a substantial amount, t 31 ,484,QQQ, is required 
between 1968/69 and 1982/83, in the western state of Nigeria alone to 
provide loan for participants of the rehabilitation program. It is 
highly doubtful if the government can afford such an amount. Also, the 
FAQ policy required the need for additional 4QQ agricultural assistants 
in two years in the western state, where as the annual output of the 
school of agriculture is 65. 
In essence, most of the assumption on which FAQ based its pro-
jection will be very difficult, if not impossible to achieve. 
The CSNRD projection is based on similar assumptions of more 
effective extension services. This will require the output of more 
agricultural personnel. The CSNRD strategy also requires new technology 
for fanners and great improvement in biological research. Also pro-
ducer incentives should be improved through better price and tax policies. 
These are good policies a government can adopt, but how practical it is 
in Nigerian situation? For one thing, there is a limit to the amount of 
technology that can be adopted in the country because of the illiteracy 
of the fanners. 
Recent output of agricultural crops favors the projection made by 
the study since there have been no great increase in output as indicated 
by the other two projections. 
Table 7. Projections for Nigerian export cropsa ,b 
1970 1975 1980 1985 1990 1995 
Cocoa 1 289,000 336,000 425,000 
2 248,000 292,000 435,000 
3 239,840 270,687 303,006 337,095 372 ,856 
Palm Kernels 1 389,500 398,600 432,200 394,400 
2 405,000 410,000 465,000 
3 410,509 406,274 399,239 389,403 376,768 
Palm Oil 1 123,800 202,800 353,900 505,300 
2 560,000 605,000 800,000 
3 113 ,000 95,000 74,000 51,000 25,000 
(Jl 
CX> 
Groundnuts 1 1 ,052,700 1 ,243,400 1 ,471 ,520 
2 1 ,200,000 1 ,600,000 3,200,000 
3 701 ..913 796, 182 896,382 1 ,002,512 1,114,572 
Rubber 1 95,000 135, 100 218,200 310 ,500 
2 71 ,000 61 ,000 55,000 
3 94,578 114,305 135 ,809 159,087 184, 141 
Cotton 1 60,000 81 ,600 118,400 
2 21 ,000 14,000 21 ,000 
3 41 ,406 46,686 52,375 58,472 64 ,977 
al FAD (projection by FAO) 
2 CSNRD (proj ection by CSNRD using the recornrrended strategy) 
3 Study (projection for this study) 
b 
Composed from (70, 34 and s tudy) . Source: 
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The Industrial Sector and Capital Fonnation 
The industrial sector of Nigerian economy can be divided into 
manufacturing, mining, public utilities and construction. 
Professor Hance in a review of West African i ndustry (24) having 
excluded African crafts, classified the location of modern industry by 
detennining whether they were prima rily attracted to (1) raw materials, 
(2) sources of low-cost power, (3) an unusual labor supply, or (4) a 
specific market. He believes that this is a meaningful framework for 
discuss ing an econolT\Y where manufacturing accounts for so little of the 
GNP. 
Manufacturing is in its infancy in Nigeria and its contribution 
to Gross National Product is quite small. In 1957, manufacturing 
output was b 15.6 million which is about 1.5% of GNP. 
The mineral processing industries are in operation, however, most 
ores contain a relatively low percentage of metal. The oil industry is 
now booming and this is going to be treated separately. 
Public util i t i es and construction have both shown impressive 
increases in their production indexes over t his decade (see table 8). 
Manufacturing 
Manufacturing on any intensive and sustained scale in Nigeria is a 
post-1945 phenomenon. Up to the second world war , economic expansion 
depended almost completely on agri cultural production, the spread of 
commerce, the extension of transport-cormiunication network and the 
gradual construction of public utilities in the main cities. 
Table 8. 
a 
Volume index of industrial production analysi s by activities 1950-60 {1 957 = 100) 
Activities 1950 1951 1952 1953 1954 1955 1956 .. 1957 1958 1959 1960 
Manufacturing 
Bakeries 9 16 23 29 31 77 87 100 91 113 137 
Groundnut milling 17 8 13 12 17 . 21 109 100 102 123 120 
Beer 16 19 28 38 44 61 77 100 147 173 218 
Tobacco 66 63 81 92 105 98 110 100 98 98 107 
Textiles 1 4 5 8 13 14 15 100 108 80 82 
Soap 34 48 90 95 113 77 120 100 105 127 187 
Rubber processing 3 4 8 17 23 53 68 100 103 134 143 
Tanning 15 15 39 55 43 67 61 100 88 103 107 
Saw mi 11 ing 33 30 62 53 85 96 88 100 127 127 132 °' Metal product 51 67 100 117 105 138 149 100 108 123 116 0 
Cement 100 222 237 310 
Mining 
Coal 72 68 71 86 78 92 97 100 135 91 69 
Tin 87 90 87 86 83 86 95 100 64 57 79 
Col umbite 45 56 67 102 151 164 135 100 42 83 106 
Oil {1958 = 100) 100 220 346 
Public Utilities 
El ectri city 41 42 51 59 63 75 85 100 116 124 151 
Construction 
Building and Civil 47 59 45 60 88 89 85 100 95 112 149 
Engineering 
asource· (1). 
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Manufacturing witnessed a phenomenal increase in the fifteen years 
from 1950, growing at an impressive average rate of seventeen percent 
per annum (2). At constant prices, the output from manufacturing and 
public utilities had increased by almost ten times in the decade before 
the achievement of independence. The most outstanding growth of output 
within the industrial sector took place in the manufacture of food, 
drink and tobacco, textiles, rubber and wood products, plastics, building 
materials and metal fabrication. 
The process of industrialization is a slow one. The genesis of 
this process has begun in Nigeria and the necessary infrastructure for 
the implementation of industrial development has not been ignored by 
the federal government. 
Mining 
Nigeria's mining output in 1952-53 accounted for about 1.5% of its 
gross national product. The only three products mined then on 
economically significant scale were tin and columbite for export, and 
coal for domestic use. 
In 1958/59, when the coal production reached a maximum, the value 
added by the coal industry wast 1.7 million. From then the value added 
continued to decline until in 1966/67 it wast 0.9 million (54, p. 128). 
The share of coal industry with in the total GOP of Nigeria has been 
declini ng. 
Petroleum production in Nigeria is increasing at a very rapid rate 
(see table 9). One mechanism through which the oil industry transmits 
growth to the rest of the economy is by attracting or creating factors 
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of production. Petroleum industry payments to the Nigerian governments, 
which were t 27 million in 1967 or about 17 percent of the total tax 
revenues, lead to potential domestic public savings . Petroleum export 
earnings and net pri vate foreign capital inflows provide foreign exchange 
in amount significantly in excess of oil industry current account 
requirements ; in 1966 the Nigerian oil industry contributed nearly one-
sixth of the total amount of foreign exchange availabl e for use by non-
oil sectors of the Nigerian economy (19, p. 359). It is hoped that the 
role of the petroleum i ndustry in gross capital fonna tion of Nigeria will 
continue increasing. 
Taxes and Savings in Capital Formation 
Savings (private and public) were t 139 million in 1963/64 and 
h 193 million in 1967/68 (table 10). Private savings is a negligible 
source of capital formation in Nigeri a where 80% of the economically 
active population is in agriculture. Because of low leve l of fann 
incomes, farmers cash earnings are spent on current consumption expendi-
tures including tax payments and expenses connected with education, 
religious festivals, weddings and funeral ceremonies. There is very 
little propensity or facil i ties for saving other than that which is 
embodied in the extension of land clearing, hut building, etc. 
Savings in the public sector is also low. Public savings come only 
to L 25.0 mi llion in 1967. The governments (excluding the marketing 
boards) attained t heir hi ghest savino rate relative to GDP in t he year 
1958, wnen the percentage was 3.5. By 1963, the percentage was down to 
Table 9. Petroleum production and exports (1958-67)a 
(Volume = thousand of barrels per day; value = million of l) 
Production 
Exports 
Local sales 
Production 
Exports 
Local sales 
~ource: 
1958 
Volume Value 
5 
5 
1 
1 
1963 
Volume Value 
76 20 
76 20 
( 48a). 
1959 
Volume Value 
11 
11 
3 
3 
1964 
Volume Value 
120 32 
120 32 
1960 
Volume Value 
17 
17 
4 
4 
1965 
Vol line Value 
270 69 
266 68 
4 1 
1961 
Volume Value 
46 
46 
11 
11 
1966 
Volume Value 
415 100 
383 92 
32 8 
1962 
Volume Value 
68 
68 
17 
17 
1967 
Volume Value 
317 77 
300 72 
17 5 
O'I 
w 
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2.1. In 1964, it was probably about 3.0 percent again because of tax 
increase (42, p. 61-62). 
The marketing boards, either by design or incidentally, became an 
effective organization for taxation in Nigeria. Nigeria's marketing 
boards are statutory monopolies handling Nigeria's major agricultural 
exports. They have had, since their very inception, considerable powers 
to accumulate and expend funds earned from their trading operations for 
development purposes. 
Both Nigeria and Ghana cocoa marketing boards inherited some t 22 
million from the West African Produce Control Board. The former pursued 
austere price policies in paying producers much less than the disposable 
proceeds. The period 1941-54 was one during which Nigerian marketing 
boards acquired enormous reserves. 
Nearly t 120 million was mobilized by the four Nigerian marketing 
boards by 1954 with l:: 100 million (net) realized as "trading profits" 
during seven years of operation. The cocoa marketing board realized the 
largest trading surpluses, and the four boards piled up substantial 
reserves. Quite a large share of the total earnings which should have 
been distributed to Nigerian peasant producers were retained by the 
boards as surpluses. Accumulation of surpluses is both by export levy 
on farmers and through differences in market prices and the sale proceeds 
realized by the boards. 
When the marketing boards were reorganized on the regional basis 
in 1954, the assets of the former commodity boards were taken over by 
the regional marketing boards (see table 11). 
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Table 10. Savings in Nigeria 1963/64 and 1967/68 (t million)a 
Total 
Private 
To private domestic investment 
To public sector 
Public 
Current account surplus 
Profits of marketing boards and 
income from property 
Non-monetized investment 
Import surplus 
a Source: ( 70). 
1963/64 
139 
89 
88 
l 
50 
15 
30 
5 
33 
1967 /68 
193 
168 
154 
14 
25 
-17 
35 
7 
95 
Table 11. Total accumulation by Nigerian regional marketing boards 
1954-61 (t thousand)0 
Transfer from corrmodity 
marketing boards 
Net trading surpluses 
Excess of other income 
over expenditure 
Total 
aSource: (29). 
Western 
Region 
42,897.2 
14,303.9 
5,349.2 
62,550.2 
Eastern 
Region 
11 ,464.1 
10,736.2 
1 ,718.9 
23,919.2 
Northern Total 
Region 
32,651.8 87 ,013. l 
-3,202.7 21 ,837.l 
2 ,451. 2 9,519.2 
31 ,900.3 118,369 .4 
The regional marketing boards reorganized their marketing structures. 
Although they, in aggregate, were still accumulating trading surpluses, 
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t hese surpl uses were smaller in magnitude than those accumulated by the 
fonner Nigerian commodity marketing boards. 
Surpluses earned by marketing boards have been used for economic 
development in Nigeria. 
The marketing boards were responsible for the improvement of 
agricultural and allied industries and provision of social services . 
The Western Region Marketing Board, during the 1955-60 development plan , 
provided t 20 million for the government . This was about two-thirds of 
the total capital fund expected during the period. The board also 
loaned t 21 million to the government during 1960-65 period and t 10 
mi l lion during the 1962-68 plan. 
The buil ding of the University of Ife, Nigeria and constructi on of 
roads are some of the development projects embarked upon by the board. 
According to Balogh (9) the tax mechanism is not flexible eno ugh to 
dea l wi t h violent swings such as have been experienced in primary 
products late ly. He further argued that ~ ncome generated by certain 
rises in primary products prices will seldom stay in the pockets of the 
poor peasants, and so deliberate communal saving should be effected 
through the operation of marketing boards. 
However, Helleiner (29) argued that centralization of saving by 
the board inhibits t he incentive of the people for further saving and 
hampe rs the development of independent local traders by reducing the 
avai l ability of capital deri ved from private savings . 
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Whatever argument is brought against accumulation of surpluses by 
the boards, the fact still remains that they will still continue to be 
a major source of capital for development. 
Other forms of capital formation in the agricultural sector such 
as land taxes, agri cultural income taxes, labor taxes and fees (charge 
on services) are not employed in Nigeria at present partly because, as 
was mentioned earlier, agriculture is the poverty stricken sector of the 
economy. 
It will not be easy to generate private savings from the other 
sector of the economy . The desire to get superior goods provides a 
drive to higher expenditure . Establishment of intermediaries such as 
commercial banks is a step in the right direction. However, it is 
obvious that financial intermediaries are necessary but not sufficient 
condition for savings . 
Estimate of Gross Domestic Capital Formation 
and Magnitude of Capital Deficiency 
In this section we would draw together the various possibilities 
of generating capital within the country. If the capital generated is 
not up to the capital deficiency estimated earlier, then it will be 
necessary to try to generate capital from outside the country . 
Based on the projection made in this study and holding 1964 price 
constant total revenue from agricultural exports for the 31 years 
covered in this study is given below: 
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Table 12. Estimates of capital earnings from export crops (1968-1999)a 
Total Quantity Price Per Unit Total Value 
Crop (long tons) ( t) (t 000 IS) 
Cocoa 9 '161 ,000 203.6 l '865 '179 . 6 
Palm oil 2,489,000 80.3 199,866.7 
Palm kernels 12,704,000 53.2 675,852.8 
Groundnuts 27,642,000 63.0 1 ,741 ,446.0 
Rubber 4,208,000 166.3 699,790.4 
Cotton l ,549,300 244.2 378,339 .1 
4,930,663.6 
aSource: Study. 
This gives an average oft 159.05 million every year. This looks like 
a very reasonable estimate when compared with the value of Nigerian 
agricultural exports 1960-67. 
1960 = h 136.3 million 
1962 = t 124.6 million 
1964 = t 143.3 million 
1966 = .t 148.0 million 
1967 = .t 128.2 million 
The revenue from petroleum is estimated from the projection in the 
CSNRD studies. According to their high projection (34, p. 56) revenue 
from petroleum will rise from t 14 million in 1968 tot 200 million in 
1973. This rapid rise is due to great expansion of the industry. By 
1985 revenue from petroleum will rise to .t 240 million (34, p. 148). 
This gives a rise of about t 3.33 million annually between 1973 and 1985. 
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This study then assumes this average rise to calculate revenue from 
petroleum between 1985 and 1999. Total revenue from petroleum between 
1968 and 1999 will bet 7,041.7 million. 
A very conservative estimati on from the res t of the econolT\Y is 
given in t he following manner . Over a long period of Nigerian develop-
ment, agri culture had been contributing about half of the GDP, and the 
other half comes from the rest of the economy. In 1957 agriculture 
contributes 56.5% of the GDP and the other sector (excluding petroleum) 
contributes 36 .9% (34, p. 19). Since only the petroleum industry is 
making a dramatic progress, the relative contribution of agriculture and 
the rest of the econolT\Y (excluding petroleum) can be assumed to remain 
at 56.5% and 36.9% respectively. In other words, the rest of the 
economy (excluding petroleum) will contribute about four-sixths of 
agricultural contribution. Since we have calculated agricul tural con-
tribution during the period of the study to bet 4,930.7 million , 
contribution of the rest of the economy (excluding petroleum) to the GNP 
will bet 3,141.7 million. 
This estimation serves just as an indication of the role of this 
sector in gross domestic capital formation . 
Total capital fonnat ion within the 31 year period of this study is 
given below. 
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Table 13. Estimate of total gross domestic capital formation 1968-1999a 
Sector Value {t million) 
Agriculture 4,930.7 
Petroleum 7 ,041 . 7 
Others 3,141.7 
Total 15,114.1 
aSource: Study. 
As indicated earlier in the study {p. 25) total cost of economic 
development program is t 53,994 .25 million while total savings for the 
31 year period will bet 27,236.51 million. Total deficit, therefore, 
is 1: 26,707.74 million . This gives an annual average deficit of 1: 861.5 
mi 11 ion. 
Total capital that can be formed within the country over the 31 
year period is t 15,114.l million. 
The total capital that needs to be generated from outside the 
country over a 31 year period, therefore, is t 11 ,593.64, which gives an 
annual average of about 1: 374 million. 
The next section of this study will deal with external capital 
formation. 
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EXTERNAL CAPITAL FORMATION 
The role played by external sources of capital fonnation financing 
was very minor during the early 1950 1 s. Towards the end of the decade, 
however , that role was becoming increasingly important. The net inflow 
of private capital increased from about t 8.6 million in 1951 to about 
b 24.0 million in 1959 (1, p. 145). 
Foreign capital formation can be divided into two sections; foreign 
commercial investment and foreign aid. 
Foreign Investment 
Foreign investment can be an important addition to the domestic 
capital fonnation of any country in the process of economic development. 
It is of particular importance in a country like Nigeria where there 
is a scarcity of private financial capital. (Foreign business by type 
of activity is given in table 14). 
The advantages of foreign investment have been given earlier in 
this study1 and so it is not necessary to belabor the point. 
Foreign investment led directly both to increased output and 
exports in Nigeria. Between 1900 and 1962, export volume rose more than 
sixteenfold and as the large foreign trading companies used Nigerian 
middlemen to operate between the peasant producers and themselves, at 
least a proportion of the total trading profits remained in the country 
and some of the foreign trading profits were reinvested. 
1see pages 31-32. 
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Table 14. Nigeria: Foreign business investment by type of act i vitya 
1950-51 
to 54-55 1961-66 
(4: m) % (4: m) % 
Mining 13 .8 34. 7 139.5 53.2 
Manufacturing and processing 3.4 8.5 63 .0 24.0 
Transport and communication 4. 7 11.8 2.7 1.0 
Trading and business services 12.2 30.6 21.6 8.2 
Building and construction 2.2 5.6 12.2 4.7 
Agri cul tu re, forestry and 3.5 8.8 0.5 0.2 
fishing 
Others 22 . 8 8.7 
Total 39.8 100.0 262.3 100.0 
aSource: ( 32) . 
Of the estimated total forei gn investment (4: 72 million) between 
1870 and 1963, approximately half could be considered to be long-term, 
carrying relatively low interest charges (29, p. 49). 
The share of agriculture, forestry and fishing in total investment 
stood at roughly 1.9 percent in both 1962 and 1963. In absolute tenns 
thi s averaged about 4: 4.5 milli on for the two years. Forty-fi ve percent 
of the entire foreign investment went to manufacturing and processing, 
while trading and business services accounted for only 11 .7 percent . 
Because of the discovery of oil in Nigeria , the trend of foreign 
investment is changing in favor of mining. 
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One important point to be noted is that foreign capital is not a 
gift but involves a cost to the economy in the form of remittances of 
profits and interest abroad. If the foreign firms establish a monopoly 
and/or monopsony position they could, with abandon, exploit these 
positions to the detriment of Nigeria. What is of concern to Nigeria 
is not really the volume of foreign investment but the impact of direct 
foreign investment on market structure and market conduct. 
This can be assessed in the form of l inkage effects which can be 
divided into two components: the backward and forward linkage effects. 
Backward linkage effects imply that every non-primary economic 
activity, will induce attempts to supply through domestic production 
the inputs needed in that activity, while forward linkage effects imply 
that every activity that does not by its nature cater exclusively to 
final demand will induce attempts to utilize its outputs in some new 
activities (31, p. 100). 
Many of the industries in Nigeria, as shown by their substantial 
import content of output, are of the variety of what Hirschman has 
called "enclave import type" (31, p. 111) because they only put the 
final touches to almost finished products imported from overseas. Such 
industries usually have a vested interest in the status quo and will 
not, in the absence of official pressure, easily set up by themselves 
or welcome domestic industries supplying the hitherto imported goods. 
Besides, as Hirschman has argued, such industries imply 11 1ikages of 
development effects" in that the country is deprived of the development-
stimulating-effects of industrialization. 
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This aspect must be borne in mind by Nigeria in welcoming foreign 
investment in future. 
Foreign Aid 
Foreign aid is an important way of raising capital for economic 
development of a developi ng country such as Nigeria. This can be in 
either kind or cash assistance. 
Food-aid 
The food aid program under PL 480 is a way of foreign aid from the 
United States Government to various countries of the world. It consti-
tuted 20% of U.S. Government economic assistance abroad in 1967 at a 
value of $1 ,040 million. 
Food-aid for development can assist capital investment in two ways. 
First, funds which would go into food purchases abroad at unfavorable 
rates of exchange become available within the country. Second, under 
Title I of PL 480, local currencies become available for internal 
developmental investment. According to Schultz (56), food-aid if used 
with appropriate price policies can be used to offset weather variations 
and inflation; thus helping to reduce uncertainty and providing a nx>re 
favorable environment for production and development . 
Over a long period, as shown in tables 15 and 16, Nigeria had 
imported food from other countries. 
According to Anthonio (6, p. 213), Nigeria food production has been 
slowly growing at a rate of 2.1% per annum and unable to keep pace with 
an annual population growth rate of roughly 2.5%. 
Table 15. Quantity and value of food imported into Nigeriaa 
1950 1960 1961 
Food Item Quantity Value Quantity Value Quantity Value 
(tons) (-t 1000) (tons) (t 1000) (tons) (t 1000) 
Fish 4,218 659 39 ,717 8,833 36,846 8,518 
Milk 1 ,849 265 11,660 1 ,933 11'723 1,879 
Confectionary 233 59 2,759 775 2,105 747 
Wheat flour 12,185 il2 60,658 3,154 61,153 3,232 
Sugar 10,863 655 66 ,301 3,786 59,050 3'111 
Biscuits and 2 ,261 275 3 ,971 859 4,240 719 
cakes 
Miscellaneous 1 ,680 492 31,506 2,553 2,416 
Total 33,289 3,087 216,572 21 ,893 286'117 22,724 
1962 1963 1964 
Fish 40,264 7,990 45,752 7,248 38,794 6 ,876 
Milk 14,214 2,284 14,975 2,376 19 ,340 2,988 
Confecti onary 1 ,800 655 1'l09 300 1 ,430 396 
Wheat fl our 57,974 2,965 3,052 132 2,058 168 
Sugar 77,050 3,389 51,663 3,480 40,126 3,048 
Biscuits and 2,153 479 796 228 504 144 
cakes 
Miscellaneous 3,719 5,858 4,934 
Total 305,055 23,493 241 ,547 21 ,902 233,652 20,630 
aSource: ~50b). 
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Table 16. Total Nigerian imports and food imports by value as 
percentage of total imports, 1954-67a 
Food and Live Food Import as % 
Total Imports Animal Import of Total Imports 
Year t t % 
1954 114 ,069 ,000 12,031,000 10.54 
1955 136,116,832 12,953,259 9.51 
1956 152,713,477 16,044,900 10.50 
1957 152,457,877 18,328,433 12.02 
1958 166,450,983 18, 164 ,543 10.91 
1959 178,405,339 20,846,335 11 .68 
1960 215,890,804 23 ,911 ,324 11.07 
1961 222,013,067 22,723,578 10.23 
1962 203,217,500 23,492,838 11 . 56 
1963 207,556,248 21 ,902,263 10.55 
1964 253,879,677 20,620,281 8.12 
1965 275,148,985 23,037,514 8.37 
1966 256,371 ,945 25,784,308 10.05 
1967 222,800,000 21 ,279,526 9.52 
aSource: (34 ). 
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The recent civil war in the country is also likely to call for 
need for food importation. PL 480 can serve a double purpose of meeting 
food need and capital formation. 
However, the amount of food that can be imported on a .long term 
credit basis cannot meet the deficiency of capital indi cated earlier in 
the study; other sources of aid will likely still be needed . 
Foreign aid had been accepted in previous years notably from the 
United Kingdom and the United States of America, and aid has also been 
given by international organizations. 
Prominent among the last group is the International Bank for 
Reconstruction and Development. The bank made a loan of $28 million 
to Nigeria in 1958 to carry out the extension of the railway system. 
In 1962 the bank gave a loan equivalent to $13.5 million to Nigeria to 
extend and improve the Port of Lagos {33, pp . 41-42). The bank is also 
sponsoring the construction of highways in some parts of Nigeria now. 
Various governments and organizations, however, have specific 
conditions under which they give aid. This fact coupled with the fact 
that demand for development capital all over the world is greater than 
supply, makes it necessary for Nigeria to try hard to attract foreign 
investment and foreign aid. The following steps might be taken for 
this purpose: 
1. Political stability and freedom from external aggression. 
Although the questions of internal security and political stability are 
non-economic questions, they are pointed out because they provide sense 
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of security to investors, and so are of great importance in determining 
the amount of foreign investment that might be attracted to Nigeria. 
2. Availability of opportunities to earn profits. Government can 
undertake to provide the complementary public utilities, public works, and 
community services needed to pennit new enterprises to operate, attract 
personnel, and market products. 
3. If foreign capital is to be attracted in signi ficant quantities, 
freedom to transfer profits (net of tax) must be accorded. The only 
restriction on transfers might be on transfer of proceeds of sales of 
assets for local currency . 
4. Facilities for the immigration and employment of foreign 
techni cal and administrative personnel. Direct investment will not take 
place unless the foreign firms can bring their own managers and 
t echnicians. 
5. Double taxation must certainly be avoided, and the government 
may be required to sign treaties concerning double taxation with all 
countries likely to provide significant amounts of capital . 
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SUMMARY AND CONCLUSIONS 
This study developed a model of economic development based on the 
need for a structural change in the proportions of labor force in 
agricultural employment and non-agricultural employment in Nigeria. 
The total cost of development and the total capital that can be 
obtained within the country were calculated. It was estimated that 
Nigeria needs a total capital oft 53,944.25 million to finance her 
program of economic development . Of this t 27,236.51 million can be 
generated from saving while~ 15,114.l million will be generated by 
exports from both the agricultural and non-agricultural sectors of the 
economy leaving us with a deficit of~ 11 ,593.61 over the 31 year 
period. This must be made up from external resources. One major 
conclus ion which the study reached was that, under the assumption of 
constant rate of growth of the economy and no radical technological 
advancement in the agricultural sector, Nigeria cannot finance her 
program of economic development. The implication is that there is great 
need for the agricultural and industrial sectors to develop and increase 
exports and foreign earnings. 
The government could offer liberal tax exemptions as one means of 
encouraging industrialization. 
Nigeria may attract some more foreign investment, than she did 
before through political stability, provision of opportunities to earn 
profits, facilities for immigration of foreign personnel and no double 
taxation. 
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Substantial industrialization , foreign investment and expansion of 
agricultural exports will all facilitate the economic development of 
Nigeria. 
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APPENDIX 
Table .17. Principal export crops: quantity, price and value 1900-1964a . ...... 
cocoa Palm Kernels · · • - . Palm Oi.1 
Quantity Price Value Quantity Price Value Quantity Price Value 
Year Long tons -1:/ton -I: 000' s Long tons -1:/ton -I: 000' s Long tons -1:/ton ~ OOO's 
1900 202 44.6 9 85,624 9.7 834 45,508 15 .0 681 
1901 206 38.8 8 114,046 8.3 948 56,766 14.3 813 
1902 307 35.8 11 132,556 9.6 1,274 64,167 14.9 958 
1903 281 35.6 10 131,898 8.3 1,094 54,257 15.6 848 
1904 531 35.8 19 139 ,788 9.1 1,278 57,947 16.0 929 
1905 470 36.2 17 108,822 10.0 1,090 50,562 17 .0 858 
1906 723 37.3 27 113,347 10.5 1,194 57,260 17 .5 1,002 
1907 933 51.4 48 133,630 12.4 1,658 65,473 20. 1 1,314 
1908 1,366 37.3 51 136 ,558 10.4 1,425 70,460 16.4 1, 155 
1909 2,241 32.1 72 158,849 11.4 1,816 82,130 17 .6 1,447 
1910 2,932 34.4 101 172,907 14.2 2,451 76 ,851 22.7 1,742 
1911 4,401 37.5 165 176,390 14.6 2,574 79,387 21.4 1,697 
1912 3,390 38.6 131 184,625 15. 1 2,797 76,994 21.5 1,655 
1913 3,621 43.4 157 174,718 17 .8 3,110 83,090 22.3 1,854 
1914 4,939 34.8 172 162,452 15.6 2,541 72 ,531 21.7 1,572 
1915 9,105 34.5 314 153,319 11.0 1,693 72,994 20.0 1,462 
1916 8,956 43.9 393 161,439 10.8 1,740 67,422 20.8 1,403 
1917 15,492 32.3 499 185,998 13. 9 2,582 74,619 25.2 1,883 
1918 10,219 23. l 236 205,167 15. 7 3,226 86,925 31.3 2,704 
1919 25,711 41.5 1,068 216,913 22.8 4,948 100,967 42. 1 4,246 
1920 17t155 72.2 l ,238 207,010 27.6 5,718 84,856 55.l 4,677 
1921 17 ,944 24.3 436 153,354 18 .5 2,832 52,771 31.4 1,656 
1922 31 ,271 27. 9 871 178,723 15.7 2,810 87,609 30.5 2,676 
1923 32,821 28.1 922 223, 172 16.8 3,741 99,439 30.0 2,982 
1924 37,205 26.3 980 252,847 17.6 4,461 127,083 31.0 3,944 
1925 44,705 32.2 1 ,484 272,925 18. 1 4,937 128, 113 32.5 4,166 
1926 39,099 34.9 1 ,363 249,100 17 .8 4,440 113,267 31.9 3,616 
1927 39,210 51.0 1,999 257,206 17.3 4,439 113 ,240 29.8 3,375 
1928 49,163 49.2 2 ,421 246,638 17 .9 4,423 127,1 11 29 .5 3,751 
1929 55,236 41. 7 2,306 251 ,477 17.0 4,265 131 ,845 28.6 3,767 
1930 52 ,331 33.6 1, 756 260,006 14. 1 3,679 135 ,801 23.9 3,250 
1931 52,806 20.7 1,093 254,454 8.4 2,132 118, 179 13.0 1,542 Ci> \0 
1932 71 ,039 20.6 1 ,461 309,061 8.7 2,696 116,060 13.4 1 ,514 
1933 60,737 18.8 1, 144 254,945 7.3 1 ,899 128 ,696 10.8 1 ,384 
1934 77 ,982 16.5 1,290 289,447 5.5 1 ,591 112,773 7.8 885 
1935 88, 143 18.0 1,584 312,746 7.2 2,245 142 ,628 11 .6 1 ,656 
1936 80,553 24.8 1,997 386t145 9.4 3,637 162 ,778 12.8 2,079 
1937 103 ,216 35 .4 3,660 337,749 10.8 3,648 145,718 16.3 2,364 
1938 97 'l 04 16 .1 l ,572 312,048 7.0 2, 172 110,243 8.9 984 
1939 113,841 15.6 l ,776 299,943 6.2 l ,873 121 ,042 7.4 930 
1940 89,737 17.6 1 ,583 253,521 6.4 l ,500 132 ,723 8.3 1,099 
1941 104 ,681 16 .9 l, 769 378,124 6.0 2,283 127,778 8.2 1,047 
1942 59,937 17 .4 1 ,043 344,569 7 .1 2,458 151 ,287 9.4 1,427 
aSource: (29) . 
Table 17. (Continued) 
Cocoa Palm Kernels Palm Oil 
Quantity Price Value Quantity Price Value Quantity Price Value 
Year Long tons t.Lton t OOO's Long tons -t/ton t OOO's Long tons 4:/ton 4: 000 IS 
1943 87,487 17.6 1,542 331 ,292 9.4 3, 117 135,268 11. 7 1,587 
1944 70,051 19. l 1 ,338 313,530 11.6 3,637 124,829 16.3 2,030 
1945 77,004 27.9 2,150 292,588 12 .0 3,496 114,199 16.6 1 ,894 
1946 l 00, 186 37.7 3,780 277 ,242 15.0 4,164 100,885 20.3 2,052 
1947 110 ,793 96 .1 10,650 316,376 30.0 9 ,491 125 ,954 40.0 5,038 
1948 91 ,449 195 .5 17 ,879 327,174 35.0 11 ,451 139,204 65 .0 9,048 
1949 103,637 141 .8 14,697 375 ,835 45 .0 16,913 170 , 145 70.0 11 ,910 
1950 99,947 189 .9 18,984 415,906 40.7 16,694 173 ,010 69 .8 12 ,072 
1951 121 ,478 258.3 31 ,381 347,013 57.8 20,059 149,752 86 .5 12,949 
IO 
1952 114, 731 249.9 28,666 374,163 60.9 22,767 167,288 92.2 17 ,091 0 
1953 104 ,671 237.5 24,858 402,872 55 .1 22,185 201 ,345 64.7 13,020 
1954 98,373 399 .1 39,261 464'111 49.l 22,791 208,482 64.4 13 ,431 
1955 88,413 296.2 26'187 433 ,234 44.3 19'196 182'143 73.4 13,1 51 
1956 117'133 204.8 23,985 451 ,069 45.3 20,440 185,235 80 .2 14,866 
1957 135 ,300 192.5 26,036 406 ,200 44 .2 17,959 166,200 83.0 13 '801 
1958 87,648 304.2 26,668 441 ,228 46.3 20,450 170 ,508 74.2 12,663 
1959 142,800 268.2 38,289 430,608 60.2 25,971 163,692 84.0 13,808 
1960 154,176 238 .5 36 ,772 418,176 62.3 26,062 183,360 76.2 13,982 
1961 183,912 183.5 33,746 410,628 48.4 19,889 164,592 80.4 13,228 
1962 194,652 171. 3 33,347 366,624 46.1 16,887 118 ,668 75.3 8,937 
1963 175,000 185 . 3 32,359 398,000 52.3 20,818 126,000 74.5 9,365 
1964 197,000 203.6 40, l 00 394,000 53.2 20,963 134,000 80.3 10,754 
Table 17. (Continued) 
Groundnut Raw Cotton Rubber 
Quantity Price Value Quantity Price Value Quantity Price Value 
Year Long tons -l:Lton t OOO's long tons "Jc/ton t OOO's long tons -1:/ton -I: 000 1 s 
1900 599 6.7 4 11 45.5 0.5 1 ,271 146. 3 186 
1901 210 4.8 1 3 66 .7 0.2 864 141.2 122 
1902 322 6.2 2 6 33.3 0.2 454 123.3 56 
1903 468 6.4 3 129 54.3 7 584 131.8 77 
1904 790 6.4 5 513 29.2 15 1'194 152.4 182 
1905 1 ,661 8.9 7 615 26.0 16 1,390 178.4 248 
1906 1,936 7.8 13 1 ,204 34.9 42 1,533 200.3 307 
1907 1,654 9.3 18 1 ,826 53 .1 97 95 256.0 245 
1908 1 ,615 9. 1 15 1 ,024 51.8 53 5 181 .3 99 
1909 995 9.3 15 2,247 45. 8 103 62 175.8 109 
1910 1'179 9.0 9 1'106 70 .5 78 1'176 265.3 312 
1911 2,518 8.5 10 999 67 .1 67 966 185. 3 179 
1912 19,288 7.6 19 1,952 52 .8 103 705 177 .3 125 
1913 16,997 9. 1 175 2,840 56.0 159 511 176 .1 90 
1914 8,910 10.5 179 2,522 63.8 161 1,165 23.4 39 
1915 50,368 8.1 72 1,204 46.5 56 248 153.2 38 
1916 50,334 9.4 474 3,328 73 .3 244 396 85.9 34 
1917 57,554 14 . 1 710 2,357 99 .3 234 392 81.6 32 
1918 39,334 16.0 920 661 146.7 97 152 127.4 20 
1919 45,409 17 .8 699 3 ,011 161.1 485 398 110. 6 44 
1920 50,979 24.7 1'120 3,257 220.1 717 492 115.9 57 
1921 23,890 21.8 1 '112 5 ,721 64.5 369 85 117 .6 10 
-
1922 22,887 20. l 481 2,947 92.0 271 124 112. 9 14 
1923 78,266 17 .6 403 3,135 126.6 397 214 98.1 21 
1924 127,226 18. 7 1 ,461 4,639 164.3 762 522 99.6 52 
1925 126,799 18.8 2,394 6,636 120 .1 797 950 113. 7 108 
1926 90 ,773 18.5 2,343 8,966 131 .8 1, 182 1,594 127 .4 203 
1927 90,773 18.0 1,630 4,977 66.5 331 1 ,997 128.2 256 
1928 103,161 17. 9 1,845 3,748 93.1 349 2,294 111.6 256 
1929 147,379 16.7 2,466 5,865 92.6 543 1,974 83.1 164 
1930 146 ,371 15.0 2, 196 8,003 2, 177 68.9 150 
1931 159,739 9.5 1 ,511 3,515 43.5 153 1 ,821 39.0 71 
1932 188, 123 10.0 1,874 1 , 191 43.7 52 845 36.7 31 
1933 204,606 10 .1 2,064 4,403 43.8 193 1 ,007 32.8 33 l.O 
N 
1934 244,886 7.6 1,860 5,852 1 ,613 27.3 44 
1935 183 ,993 11.4 2,093 10,847 2,059 30. 1 62 
1936 218,389 13.0 2,847 11,110 2,173 41.4 90 
1937 325,929 12.5 4,056 9,588 51.8 492 2,573 49.0 132 
1938 180, 136 7.2 1,308 5 ,724 43. l 252 3, 135 43.4 132 
1939 147,263 7 .1 1,048 4,384 43.6 191 2 ,778 45 .3 128 
1940 169,480 8.7 1 ,476 9 ,331 66.6 621 2,902 91.3 265 
1941 247, 176 8.7 2, 140 10,235 60.5 619 2,055 119 .3 245 
1942 194,190 8.7 1 ,688 18,517 60.9 1 , 127 6,667 99 .5 664 
1943 142, 152 10.4 1 ,475 7,152 61 .1 437 7,365 107.9 794 
1944 156,194 12.9 2,013 4,328 61.0 264 9,395 113. 9 1 ,070 
1945 176 ,242 15.3 2,696 1 ,060 59.4 63 10,519 116 .0 1 ,220 
1946 285,668 19.9 5 ,676 6,612 81. 7 540 11 ,448 122.6 1 ,404 
Table 17. (Continued) 
Groundnut Raw Cotton Rubber 
Quantity Price Value Quantity Price Value Quantity Price Value 
Year Long tons -t/ton t OOO's Long tons ob/ton t OOO's Long tons -1:/ton t OOO's 
1947 255,866 25.0 6,397 5,248 99. l 520 7,445 90.9 677 
1948 245,155 40.0 9,806 4,635 102.7 476 8,019 89.7 719 
1949 378,312 50. 0 18,916 9,984 44.9 1 ,448 6,858 86.2 591 
1950 311 ,221 48. 1 15,237 12,623 235.7 2,975 13,562 209.0 2,835 
1951 141,359 65.9 9,321 15,374 322.0 4,950 20,856 358.8 7,483 
1952 260,444 84 .9 22 , 114 19,296 349.0 6,734 18 ,334 225.8 4,139 
1953 326 ,725 76.3 24,928 17, 707 311 .6 5 ,518 21 ,260 154.6 3,287 
1954 427,868 69 .9 29,900 25,959 282.1 7,350 20,900 139. 7 2,907 '° w 
1955 396,904 58.3 23, 134 33,174 282.8 9,380 30,380 183.5 5 ,577 
1956 448,084 62 .0 27,764 27,852 255.4 7, 113 38, 149 167.9 6,409 
1957 302,388 66.6 20,139 25,196 251 .4 6,337 39,992 175.5 7,022 
1958 513,180 52.5 26,948 33,705 232.8 7,845 41 ,206 185.0 7,627 
1959 498,228 55.2 27,472 36,884 201 .6 7,301 53 ,374 217 .5 11 ,608 
1960 332,916 68.7 22,878 26,974 229.9 6,207 57,229 248 .9 14,239 
1961 493,860 65.3 32,233 46,384 239.8 11'120 55,167 199.9 11,028 
1962 529,560 61.2 32,426 23,236 252. l 5,857 59,634 190.5 11 ,356 
1963 614,000 59.6 36,594 39,966 238.1 9,516 63,139 187 .0 11,781 
1964 544,000 63.0 35,257 25,000 244.2 6'105 66,000 166.3 10,997 
94 
Table 18. Sunmary consumer price indexes , 1948-1964a 
West East North 
Year (1948=100) (1948=100) (1948=100) 
1948 100.0 100.0 100.0 
1949 101 .5 106.7 103.5 
1950 98 .6 108 .5 99 .9 
1951 129.8 133.5 138.6 
1952 125.7 137.2 124.8 
1953 112 .5 135 .5 110.7 
1954 118. 2 151. 8 99.5 
1955 121 .5 142.3 98.6 
1956 128.3 151. 8 104.0 
1957 131. 7 151 .8 104.2 
1958 123 .8 155.9 107 .3 
1959 126. 1 161.2 113.6 
1960 131. 7 161. 2 112 .5 
1961 143.0 165.4 119.8 
1962 154.3 202.0 127. 1 
1963 144.0 193.8 124.0 
1964 142.9 199.2 123 .0 
aSource: ( 29' p. 490) . 
